POLITICAL AND SOCIAL SCIENCE. 


Two important laws for the administration of country 
communities have been lately passed in Prussia. In 1891 
an act for the government of country communities (Zana- 
gemeindeordnung) in the provinces of Eastern and Western 
Prussia, Brandenburg, Pomerania, Silesia, Posen and Saxony, 
went into force, and in the following year it was extended 
with like modifications to the province of Sleswick-Holstein. 
The importance of these acts is not to be underrated, for 
they put an end to the last remains of the feudal system in 
Prussia. I propose, therefore, in this paper, to examine 
briefly the character of these reforms, both from a political 
and an historical point of view. 

From the times of the German conquest, large estates 
have prevailed throughout all of Eastern Germany. It was 
the military interest of the conquering chiefs which made 
them distribute the soil in estates, among their followers, fit 
to bear the heavy charge of a knight’s service. Side by side 
with these estates of the knights, German villages were 
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founded, the inhabitants of which were bound to many 
- services and rents to the duke or margrave, and the mayor 
of which was an attendant of the same. But this political 
Bt social freedom of the peasantry did not survive the 
century after the conquest. Financial distresses, caused by 
_ repeated divisions of the territories among several brothers 
during the second part of the thirteenth century, obliged the 
sovereigns of the eastern territories to sell the financial and 
litical rights they enjoyed over the peasantry, one after the 
other to the knights of the country. To the latter were now 
due the services and the rents of the peasants ; the knight was 
the patrimonial justice of the village. It resulted, therefore, 
that the possessors of the large estates came to exercise both 
a social and political authority within the village ; that the 
knight became a landlord, his estate, a manor. By the 
means of his political authority as justice of the village, 
he might now increase the social and economic dependency 
of his tenants, especially by driving away one part of them 
from their estates, and widening the land in demesne and then 
saddling the services of those driven away upon the remain- 
ing peasants. Evidently the social situation of the peasantry 
in eastern Germany became worse with every century. 
Finally, after the Reformation, the encroachments of the 
landlords, through the medium of the Roman law, brought 
the cultivators of the soil into a condition of serfdom which, 
except in some Slavic countries, had never before existed in 
the eastern territories. 

It was not before the beginning of the eighteenth century 
that absolute monarchy put some restraints upon the power 
of the landlords, obliging them to occupy all the estates of 
peasants by tenants, and prohibiting the union of those 
estates with the manorial land. Absolute monarchy did 
not indeed sunder the ties of social and economic depend- 
ency by which the peasantry was bound to the manor, but 
prevented that social dependency in its extreme form from 
effecting the destruction of the peasantry by the landlords. 
Therefore, absolute monarchy, by preserving the peasants 
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from annihilation, prepared the way for the later social 
reforms by means of which they secured perfect social 
freedom. 

The reforms of Stein and Hardenberg cleared away the 
débris of feudalism only on its social side. By a long and 
dificult process the administrative authorities succeeded in 
making the peasants freeholders of their estates, and in 
delivering them from all the services and rents due hitherto 
to the landlord. The social structure of feudalism, therefore, 
disappeared from the country. There were larger estates 
and smaller ones, but their respective proprietors had the 
same rights on the soil—they were no longer dependent the 
one from the other. 

It might have been expected that the political authority 
of the landlords, being only the consequence of the social 
dependency of the peasants, would perish at the same time. 
Indeed Stein and Hardenberg had already prepared acts for 
the better government of country communities. The failure 
of these plans resulted from two causes. During the first 
years of the reforming era, when Stein and his immediate 
successors, the ministry Dohna-Altenstein, were at the head 
of the Prussian Government, the social reform was not com- 
pleted, and it would have been quite impossible to inaugu- 
rate the intended scheme of self-government while the 
peasants were still in a state of social dependency on their 
landlords. ‘Therefore, all the projects for the administrative 
reform of the country were destined to disappointment until 
social independence could be accomplished. It is the merit 
of Hardenberg to have continued the administrative reforms 
of Stein along another line—the social one. Not until the 
social dependency of the peasants had come to an end could 
the right moment come to substitute for the feudal adminis- 
tration of the country by the landlords the principles of 
modern self-government. Indeed, both in 1812 and in 1820, 
Hardenberg caused such a plan to be prepared. But in both 
cases he failed, because of the increasing influence of the 
landed gentry at court, who represented to King Frederick 
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William III. that the steps of Hardenberg’s government 
were revolutionary and contrary to all the traditions of the 
Prussian monarchy. When Hardenberg died in 1822, the 
projects of administrative reform were definitely buried. 

The situation of the country in the eastern provinces, from 
the social and political point of view, was now a very strange 
one. The social structure of feudalism, with few exceptions, 
had disappeared, yet the political consequences of that social 
state were preserved like precious remains of better times, 
not yet infected by revolutionary ideas. 

The government of the country was regulated principally 
by local by-laws and observances. Supplementary to these os 
the Common Code of Prussia (Allgemeines Landrecht), Part | 
II., Art. 7, contained some general principles which were to 
be applied wherever local by-laws and observances were 
deficient. But all these sources of law were founded on the 
pre-supposition that the landlord had a social authority over 
the members of the village community, and, as this pre- 
supposition gradually disappeared, great uncertainty of law 
was the natural consequence, which had to be remedied as 
far as possible by the administrative boards. 

The average state of things was the following : Two kinds 
of political communities are to be discerned in the country. 

The landlord’s estate, called Aitlergut, is no part of the 
village community, but subject only to the immediate 
authority of its possessor. Within the village community 
the landlord has the right to nominate the mayor of the * 
village, or at least to confirm him, if his dignity was hered- 
itary in his family. The landlord, moreover, exercised the 
supreme supervision of the village administration ; the more 
important conclusions of the assembly could not be executed 
untii they were agreed to by the landlord. Within both the 
landlord’s estate and the village, police was administered by 
the landlord himself or his representative. Finally, he 
appointed a justiciary, who, in his name, administered 
justice to the inhabitants of the village and of the estate, 
excepting the landlord and the members of his family. 
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Even in those parts of the province of Saxony where the ; 
French and Westphalian governments had abolished all 
feudal institutions, patrimoniai local government was re- 
stored by the influence of the reaction at court. But in 
Posen and some parts of Western Prussia, on account of the 
Polish nationality, to which a great part of the landed 
gentry strongly adhered, it was to be feared that the restor- 
ation of patrimonial government would strengthen the 
hereditary enemies of Prussian and German authority. 
Here, therefore, royal courts of justice were substituted for 
the patrimonial justiciaries ; the landlords were permitted 
to administer police only on their own estates, the police in 
the villages having been entrusted to government agents. 
Yet in these provinces the landlord might supervise the 
management of the village community, and thereby exer- 
cise at least a limited public authority. Only in the western 
provinces of Westphalia and Rhenania no serious attempt 
was made at all to restore any feudal institution of local 
government. Here the principles of French administrative 
law for the village communities were maintained with little 
modifications. 

The hurricane of the year 1848 swept away the last 
remnants of feudal administration preserved in our modern 
society. According to the new constitution of the kingdom, 
a royal ordinance of 1849 abolished the private justice of the 
landlords, and substituted for it royal courts in every county. 
Two laws of 1850, closely connected, regulated the adminis- 
tration of the village communities which were exempted 
from all administrative authority of the landlord, the latter 
being confined to his own estate, and entrusted the local 
police to the mayors of larger communities, composed of 
one or more villages and estates. Yet the law for the better 
government of the communities could not be put into force, 
because the radical parties, through whose influence it 
had been passed, had no sufficient regard for the historical 
diversities of the towns and the country and of the different 
provinces. The police law, too, its execution being dependent 


4 
& 
4 
* \4 
‘| 


ec. ANNALS OF THE AMERICAN ACADEMY. 
on the municipal law, could not be put into force. 
Therefore, by the aid of the reaction which overcame the 
revolutionary tendencies after 1851 through all Europe, both 
laws were suspended. Though the abolition of the patri- 
monial justice was maintained, the feudal system of admin- 
istration for the management of the police and the municipal 
government of the village community was restored by the 
suspension. A revision of the laws then in force was 
indeed promised, and afterwards, in 1856, accomplished ; 
but that revision did not touch the principles of the existing 
feudal administration. Only subordinate matters, the com- 
position of the village assembly, for instance, and the levy 
of municipal taxes, were better regulated. 

During the period of reaction in Prussia, from 1851 to 
1857, feudal government in its last mild form was esteemed 
as strong a bulwark against a new revolution as before the 
year 1848. Romantic scholars of public law, as Aahl, 
endeavored to prove that nothing but patrimonial adminis- 
tration would agree with the principles of German common- 
wealths, and thereby supported the interests of the landlords. 
To King Frederick William IV. it was at least a comfort 
that, notwithstanding the fact that the government had been 
obliged to yield to constitutional monarchy and democratic 
society, the corner-stone of an opposite scheme of public 
law was restored. 

It was not before the beginning of the reign of King 
William I. that new schemes for administrative reforms 
were entered upon ; but the conflict between the government 
and the House of Deputies, concerning the re-organization 
of the army, and the war of 1870-71 caused new delays. 
Finally, in 1872, the County Government Act (A vetsordnung) 
was agreed to by Parliament. 

The county government being based on the town and 
village communities, it was evidently the reform of the latter 
which should have preceded every further step of legislation. 
Yet, owing to political causes, a new system of county gov- 


ernment was the first adopted. Although such was the 
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proceeding of the legislature, the County Government Act 
could not be confined to the regulating of county adminis- 
tration ; it was extended to the reform of the village com- 
munities, at least as far as the county government was based 
on village government. Therefore, the County Government 
Act of 1872 regulated several matters concerning the 
smaller communities of the territory of which the county 
was composed. 

The patrimonial police of the landlord was definitely 
abolished. The County Government Act states the new 
principle of public law, that police shall be everywhere 
exercised in the name of the king. For the administration 
of police, one or several villages or independent estates are 
formed into a division (Amtsbezirk). The division is repre- 
sented by a board, elected by the single village communities 
and possessors of estates, which manages especially the 
financial business of the division. The only legal charge 
of the division consists in bearing the costs of the police 
administration. The president of the division (4 miésvor- 
steher) is appointed by the president of the province (Oder- 
prasident),on nomination made by the representative board 
of the county. He is the chairman of the division board 
and the chief of police administration. His duties are per- 
formed gratis. As a rule, the former landlords were ap- 
pointed presidents of the division. They, therefore, exer- 
cised the same police authority they had had before, merely 
the title by which they performed their office having been 
changed. The similarity of the justice of peace in 
England to the division president in Prussia has often 
been mentioned. ‘The resemblance is, however, rather a 
political than a legal one. For the division president is 
not competent within all the county, but only within 
his own division, no concurrent jurisdiction of different 
officials being allowed, and his official duties are confined to 
the police department without any criminal jurisdiction. 
Besides, the county government is not managed by the divi- 
_ sion presidents, but by the special authorities of the county. 
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Furthermore, the last traces of feudalism in the municipal 
overnment of the village were extinguished by the County 
Government Act. A mayor, elected for several years by the 
village assembly and confirmed by the administrative authori- 
ties of the state, was now the chief of the municipal govern- 
ment. The state, too, reserved exclusively to its appointees 
the control of the municipal management in the village. 
The rights of the landlords, being in contradiction to these 
new principles, were abolished. Only within the indepen- 
dent estates, to which village powers were granted, the 
landlord had to bear all the charges of a village community 
at his own expense, and in return was allowed to perform all 
the duties of a mayor therein. 

The County Government Act was issued for all the 
eastern provinces, including the province of Posen, provided 
that it should be extended thereto by royal ordinance. Such 
an ordinance was never published. On the contrary, a few 
years later, it was thought prejudicial to the German 
interest if self-government, such as was established by the 
County Government Act, should be conceded to a province 
inhabited chiefiy by Poles. Therefore, at the revision of the 
law in 1881, the province of Posen was expressly exempted. 
Though the patrimonial system of police had long been 
abolished in Posen, yet the feudal scheme of municipal 
administration of the country continued to be in force. The 
maintenance of these feudal remnants seemed very advan- 
tageous to the Germans, since the inhabitants of the villages 
to whom modern self-government was denied were for the 
most part Poles, while the proprietors of the larger estates, 
under whose tutelage the villages were obliged to remain, 
were chiefly German. 

On the other hand, the County Government Act for the 
province of Sleswick-Holstein of 1888 was almost identical 
with the act for the eastern provinces Therefore, the 
remnants of feudal administration still to be found there 
were removed in like manner as in the eastern provinces. 
Nor was there in Sleswick- Holstein any law regulating the 


[400] 


—— 
: 
a! 
4 ‘ 
~ 
( 


LocaAL GOVERNMENT IN PRUSSIA. 9 

municipal administration of the villages. Common law, the 
origin of which was to be sought in the feudal times, some 
laws of recent origin, regulating only particular matters of 
municipal administration, and the County Government Act 
for Sleswick-Holstein were the sources in which the muni- © 
cipal law of the country was to be found. 

To say nothing of the strange situation of the country in 
the province of Posen, there were two causes especially 
which made a new codification of the municipal law fo 
village communities necessary. First, the law in force 
was partly entirely unwritten law, partly scattered through > 
several acts, and partly based on the principles, not other- 
wise applicable, of feudal government. Secondly, a great — 
number of village communities and independent estates were 
so small that they could not bear the communal charges — 
imposed on the communities by the State, especially for the — 
management of primary schools, of roads and highways 
and for the care of the poor. There was only one remedy 
—the combination of several smal! villages into a larger 
community. Yet the possessors of the independent estates 
did not wish to come into any nearer connection with the 
peasantry. ‘The government being without any legal means _ 
to unite communities and estates against their own wishes, | ie 
a law was wanted to enforce such unions in the public 
interest. 

It was the minister for the home department, Herfurth, | ; 
who caused a bill to be prepared for the eastern provinces at _ 
the close of the year 1890. The parliamentary struggle 
caused thereby was long and sharp. The bill was strongly 
opposed by the Conservative party, which represented the 
interests of the landed gentry. The apprehension was 
expressed that subordinate administrative authorities, tothe _ 
reports of which the ministry must trust, might, in their 
excessive zeal, cause the annihilation or the union of com- 
munities and estates, which did not properly belong under 
the head of weak communes. Finally, a compromise was — 
brought about which met these objections, and yet gave the 
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‘government the legal means it needed for the general interest. 
During the last session of the Prussian Diet the act was 
extended with little modifications to the province of Sles- 
wick-Holstein. Thus the same law for the government of 
country communities is now in force for eight provinces of the 
Prussian monarchy. 

The village communities and independent estates, existing 
at the passage of the act, are maintained for the future. Yet 
weak units, both communities and estates, may for the 
public interest either be incorporated in other communi- 
ties or be combined into a communal union. No such 
measure may be taken by the ordinary administrative author- 
ities against the wishes of the communities and possessors 
interested. But the decision is committed to the adminis- 
trative committees of the county, of the district and of the 
province, in which the members of the landed gentry have 
a prevailing influence and in last resort to the ministry, 
which is obliged to pronounce a formal judgment with 
reasons. Therefore, the interest of the State that every 
community and estate be large enough to bear the public 
charges and the interests of the communities and possessors, 
that no community or estate be deprived of its independence 
without an urgent necessity, are both taken account of. 
The village community is incorporated for purposes of 
local government, so far as such authority is delegated or 
committed to communities by law. The different subjects 
of local government are not enumerated by the act ; the most 
important ones will be mentioned. 

The membership of the community, hitherto confined to 
the possessors of farmhouses within the village, is now con- 
ceded to every inhabitant. Every one, therefore, by virtue 
of his domicile may enjoy the use of all communal institu- 
tions and in return is subject to all communal charges. But 
though every inhabitant be a member of the community, 
the political rights of an elector are only granted to members 
paying certain taxes or having a certain income. In small 


communities all the electors will meet as the assembly of the 
[402] 


= 
| 
| 
any 
1 


- community ; in larger ones a council of deputies is to be 
formed. In every case the political rights of electors are 
graduated by their incomes or their taxes into three classes. 
The richest electors, comprising those who, taken together, 
_ pay the third part of all the taxes in the village or have 
the third part of all the income therein, form the first class ; 
the electors of the first class having been determined, 
the next richest electors, comprising those who, taken 
- together, pay the second third of taxes, or have the second 
third of the income, constitute the second class ; and all the 
residue of the electors, the third class. ‘The members of the 


‘first class, though fewer in number than those of the second Me 


and third classes, have the same number of votes at the 
assembly, if it is composed of the electors themselves, or at 
the election of the deputies for the village council. In this 
way the influence of the proprietors or wealthier classes is | 
insured two-thirds of the votes in the assembly or in the 
council in every case belonging to them. The term for 
which the village council is elected is six years. 

The mayor of the village and his two assistants are elected 
_ by the assembly or the council for six years and confirmed 


tive committee. The feudal institution of mayors, heredi- 
_ tary or appointed by the landlord, which was still to be 


out the Prussian kingdom. ‘The mayor and the assist- 
ants perform their duties without any compensation, only in 
larger communities, where the mayor must spend all his time 
upon communal business, a salary may be granted to him. 
Two remarks must be made on the new constitution of the — 
village communities as compared with their situation before 
the Country Communities Act was issued. They concern the 
political rights of village communities generally and the 
division of the electors into classes. 
Formerly the membership of a village community and the 
exercise of political rights therein was granted only to the 
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owners of farmhouses within the boundaries of the village. _ 
This state of things was in accord with the former social — 7 
_ situation when village communities were rather economic 
than political formations. By the agrarian revolution 
effected through all Europe in the beginning of this century, — 
- the economic community in almost every instance was dis- 
solved. The political importance of the community was, 
- however, constantly increasing. Thus while political inter- 
ests were not confined to the owners of farmhouses, other 
_ inhabitants were obliged to bear their share of the communal 
charges, especially for the management of primary schools, 
the almshouse, and the repair of roads. Nevertheless, the 
non-owners were excluded from political rights. Though > 
adequate to communities wherein the peasants were the pre- _ 
vailing element of population, that exclusion in the suburbs | 
of large cities and in villages prevailingly industrial, where | 
the non-owners bore the largest part of the communal | 
charges, was evidently an injustice. There were two reme- 
dies. Either the law, while preserving the historical char- 
acter of village communities, might grant the Municipal 
Corporation Act to all villages where industrial or commer- — 
cial establishments had grown up, or the membership of the © 
community and the rights of an elector were to be extended © 
to all inhabitants independently of their character as pro-— 
prietors. The government took the latter scheme, notwith- 
t standing the opposition of the Conservative party, a member 
of which, not without reason, characterized the bill as destined | 
only for Rixdorf, a large suburb of Berlin. Yet the proposal — 
of the government was adopted by Parliament. Therefore, _ 
the historical character of village communities is destroyed. 
But the new principle is modified in its execution, since two- 
thirds of the votes in the village assembly or council belong | 
to the proprietors, as they constitute the wealthier classes. 
The division of members into several classes for political — 
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mm 7 purp vas, , formerly adapted to the different 
social classes of the peasar namely, peasants, half-peas- 
ats, cottage holders, etc. been 


maintained, even after the non-holders had been admitted to ; 
political rights. The only thing necessary was a supple- 
ment to the classes already existing by classes of —€ <2 
turers, tradesmen, workmen, etc., among which the votes _— a 
should be distributed by local by-laws in just proportion. = 
But in this regard also the new act destroyed historical for- __ 
mations, which the peasantry was accustomed to, without 7 
constituting a better scheme of division for the abolished _ <i 
one. For it is not to be denied that the division into three 
classes in proportion to the income or the taxes is a very 
mechanical device and especially unfit for communities 
where the natural economy of former times still prevails. 
Notwithstanding these considerations, the three — 
system, which for municipal corporations is indeed the most 
expedient, was adopted also for country communities. he 7 
The independent estates of the former landlords are not a : 
incorporated into the village communities by the new act, ee 
although this was strongly urged by the Liberal party, which 
was of the opinion that they should be incorporated into the 
communities. Within the boundaries of an independent 
estate its possessor must bear all the charges of a village 
community at his own expense. The possessor, as mayor 
of his estate, is confirmed by the county president in the 
like manner as the mayor of a village. Whenever he may 
be incapacitated for the management of political affairs, a 
vicary substitute must be provided for at his expense. 
One or more village communities and independent estates 
may be combined into a union for certain administrative 
purposes. We must remember that by the County Govern- ‘ 
ment Act of 1872, as also by that of 1888 for a y 
Holstein, there were formed divisions in the country for the 6 NS 
- administration of police. Those divisions, existing only for 
_ that one purpose, are preserved. But there were yet other 
_ charges which ought not to be borne by a single village 
community or by a single independent estate. Especially 
the proper management of primary schools, of the poor, 
and of roads and highways, was impossible by the small 


Local, GOVERNMENT IN PRussIA. 13 
4 
iva 
i : 
; 
i 
4 


a? 


14 ANNALS OF THE AMERICAN ACADEMY. _ - 


communities and estates of eastern Germany. To transfer 
those and other communal charges, which the single com- 
munities or estates could no longer bear, to the division 
seemed the best expedient. Indeed, the County Govern- 
ment Act had already empowered both communities and 
possessors of estates to make such transfers. One further | 
step was yet to be taken. There was wanted a legal clause, 
empowering administrative authorities to transfer local 
business to larger communities, even against the wishes of 

the communities and possessors concerned. _ 


The divisions already adopted did not seem everywhere 
fit for that purpose, their boundaries having been fixed 
especially for the police administration. Though alterations 
of the boundaries could have been easily made, another 
course was taken. The government yielded to the tenden- 
cies of the Conservative party toward preserving, as much as oa 
possible, the independence of communities and estates. 
Therefore, the formation of large communities for all com- _ 
munal purposes exceeding the abilities of a single village, - 
community, or estate, was rejected. Wherever for asingle 
purpose a union is wanted, it must be formed separately. — 


member of different unions. For instance, the communities © 
A and B and the independent estate T’ may form a police — 
division; the communities B and C, a school union; the © 


union; and the communities A, B, and C, a road union. In 
that manner the community B is a part of four different — 
administrative unions. 

Evidently, by such a proceeding, the independence of the 
single communities and estates will be thoroughly ensured. — 
It is not to be feared that the union will suck up the com- 
munities and estates, and thereby annihilate their political 
existence, the union having been formed only for one branch 
of local administration. Yet the simplicity of local govern-— 
ment perished by this ingenious scheme. No peasant will | 
be able to comprehend easily this complicated system of © 
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_ unions. Moreover, mayors, vicaries, and councils must be — 
appointed for every union. We may doubt, with good 
reason, whether fit persons for so many offices, which are all 

_ to be managed gratis by their occupants, are to be found ad : 

everywhere. 

For the development of administrative unions, the English _ 
administrative law since 1834 will always be typical. There, 

_ too, unions were formed only for single purposes. But 
administrative authorities and the legislature endeavored to 

_ simplify that scheme by transferring the different branches — 
of local administration to the same union. Thus, by degrees 
the union in England is transformed into a community. It 
may be hoped that, in a like manner, the different unions in 
Prussia will receive coincident boundaries, and that the Sor 
same persons will be appointed as officials and deputies of © 
the different uniofis. If that should happen, the fault of the 
law would have been amended by administrative means, and 
the unions, different by law only, would be identical in fact. 
Yet it is not to be concealed that this natural development 
of administrative unions, represented by the English type, 
is crossed in Prussia by the desire of the landed gentry for 
preserving the political independence of their estates. 

On account of the control of local government by the State — 
the Country Communities Act, in accordance with other 
modern administrative laws of Prussia, states the principle | 
that only the legality, but not the expediency of local gov- 
ernment acts, may be controlled by the State. Its authorities 
are empowered to suspend every act of local government as 
illegal. But against such a suspension the interested com- 
munity, possessor or union, may carry on a formal law-suit 
before the administrative courts. Only by exception some 
important conclusions of communal bodies require a con- 
firmation by the State, the authorities of which, in these cases, 
examine the expediency, too, of the acts put before them. _ 

Passing in rapid review the facts which have just claimed 
our attention, we ob gags that the reform of local govern- 
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administrative need, but an historical necessity. The last 
ruins of the surviving feudal system of local government 
are definitely and forever removed. For this reason the 
Country Communities Act will be of lasting importance far 
beyond the boundaries of Prussia. Yet we may not deny 
that the actual enactments are in many regards unsatisfac- 
tory. A bureaucratical scheme of equalization prevails 
throughout the law of country communities. This result is 
to be regretted the more as the faults, committed in the law, 
are in great part irremediable. For never again, even in 
villages without any town-like character, can membership in 
the community or political rights be withdrawn from the 
non-possessors, never again can social classes, destroyed by 
law on account of their political importance, be restored. 
The bureaucratical tendencies, however, are not consistently 
worked out. For in the formation of larger country com- 
munities, the legislature has stopped before the opposition 
of the landed gentry and thereby established the insufficient 
management of communal unions, destined only for single 
administrative purposes. Excellent in principle, imperfect 


in particulars, such must be our judgment on reviewing the 
lately issued Country Communities Act of Prussia. 
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In a recent review of ‘‘The Theory of Dynamic Eco- 
nomics,’’* Professor Clark hascalled attention to what seemed 
to him the peculiar use made of the terms cost and utility. 
If the reader has in mind merely the recent development of 
economic theory I admit that he will probably find that his 
conception of cost and utility differs from mine. When, 
however, the whole economic literature is considered, the 
nomenclature I use has as much if not more authority on 
its side than has that to which the reader is now more accus- 


tomed. 

I have no desire, however, to rest the case upon such 
evidence. Wherever words are used in different senses there 
is usually some good reason for the conflicting usage, and in 
this instance a glance over the history “f economic theory 
will make clear the cause of confusion. Political economy 


has thus far been thought of and worked out in two distinct 
forms , either as a theory of prosperity or as a theory of 
distribution and value. With the earlier writers, including 
Adam Smith and even Ricardo, the problem of national 
prosperity occupied a dominant place. They were more 
interested in the general welfare of the nation, in its gross 
and net revenue, and in the criteria of national progress, 
than in the shares which the different classes in society 
secured. Beginning with Senior the latter class of problems 
came to the front; laws were formulated which fixed the 
share of each class of producers, and the justice of this dis- 
tribution was questioned and defended. Still later, the centre 
of discussion shifted from the problems of distribution to 
those of value. It was now recognized that the distribution 
of wealth was determined by changes in objective values, 


* Patten’s Dynamic Economics. ANNALS OF THE AMERICAN ACADEMY. July, 
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and hence a solution of the problems of value carried with 
it a solution of those of distribution. 

I do not mean to assert that the distinction I have drawn 
between theories of prosperity and those of distribution and 
value was consciously made by the writers in question. ‘T‘his 
attitude would imply a more advanced state of discussion than 
was then possible. They often confuse two distinct concepts 
of economic science and pass without warning from one to 
the other ; yet a careful reader can separate the two parts and 
will notice the gradual change of emphasis from the first to 
the second class of problems. 

The use of the terms ‘‘cost’’ and “ utility ’’ depends upon 
the class of problems each writer hasin mind. One use of 
‘‘cost,’’ and a corresponding use of “ utility,’’ is employed 
when a theory of prosperity is to be developed ; but when 
the same or other writers begin to consider distribution and 
value, they naturally use these terms in a way more fitting 
to the treatment of these problems. It is the purpose of 
this paper to make the reader more conscious of the contrasts 
involved in the development of these radically different 
ways of viewing economic phenomena. Cost in a theory of 
prosperity means the disagreeable exertion needed to pro- 
duce commodities. It is the toil and trouble which every 
one must undergo when he undertakes to get direct from 
nature the articles that will supply his wants. His labor 
may be mental or physical, but no increase of the supply 
of useful commodities can be drawn from nature without 
one or both of these kinds of labor. Progress is measured 
by comparing the labor needed in one age to produce given 
commodities with that required by some succeeding age. 
Given, therefore, the primitive condition of men as a basis, 
and the rate of progress in subsequent periods can be deter- 
mined by a comparison of costs and utilities. A theory of 
prosperity assumes not only that pleasures and pains are 
commensurate, but also that a comparison can be made 
’ between the pleasures and pains of individuals living during 


different periods. | 
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It has been, however, an assumption of all theories of value 
that value equals the cost of production or depends upon it. 
It naturally follows from this assumption that any phenom- 
enon which can alter values must be regarded as a cost. In 
a primitive society, where small use is made of capital, the 
elements of value correspond so nearly to the pains of pro- 
duction that the definition of cost is of little importance.’ 
Each advance in civilization has brought into prominence 
new elements determining values and changed the emphasis 
from the older to the newer elements. The history of the 
theory of value shows a series of efforts to discover the 
elements of value which were manifest in each age and to 
represent them as costs. Yet each writer has failed to find 
the ultimate standard of value, because in the following 
period new elements of value are discovered arising out of 
the new industrial conditions. 

The confusion between the two uses of the word ‘‘cost’’ 
probably reached its heightin the writings of J. S. Mill. He 
makes a frequent use of the word in both senses and passes 
directly from one tothe other in a most surprising way. What 
can be more perplexing than to find these two sentences in 
juxtaposition: ‘‘ What the production of a thing costs to 
its producer, or its series of producers, is the labor expended 
in producing it. If we consider as the producer the capi- 
talist who makes the advances, the word ‘labor’ may be 
replaced by the word ‘wages’: what the produce costs 
to him is the wages which he has had to pay.’’ 

It is a useless task to show the weakness of Mill’s reason- 
ing, as this has already been done so admirably by Cairnes. 
The latter writer, although doing much toclear up the ambi- 
guities of the word ‘‘cost,’’ did not succeed in reducing the 
term toa simple meaning. A further analysis is needed to 
free the term from the confusion that has arisen out of past 
conditions. Cairnes states the issue clearly when he insists 
that ‘‘cost represents what man parts with in the barter 
between him and nature, which must be kept eternally dis- 
tinct from the return made by nature to man.’’ In this 
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‘statement we have presented the ultimate nature of cost and 
the contrast which must always be kept in mind between the 
_ pains involved in production and the reward which efficient 
production secures. The pains or costs must be placed on 
one side of the ledger and the rewards or utilities on the 
other. Whatever has its source in pain becomes a cost, and 
_ whatever depends upon or varies with the return which 
nature gives in production must not be confused with cost. 
‘Does Cairnes in his book-keeping put all the items in their 
_ proper place in the ledger ? 
_ I think he fails to do this, because in his discussion he 
extends the meaning of the term ‘‘cost’’ so as to make it 
include all the sacrifice involved in production. Sacrifice, he 
affirms, assumes two distinct forms: that involved in physical 
or mental exertion, and that involved in supplying capital to 
which the name abstinence is given. He also makes a place 
for the sacrifice of risk. But if a complete analysis is made of 
what the producer gives up in production, many other forms 
of sacrifice must be included. 

The sacrifice of confinement, as Professor Clark has 
happily shown, is now a leading form of sacrifice. The 
sacrifice of opportunities to labor is involved in any act of 

production where the margin of production is high enough 
to leave unused opportunities to labor which will yield a 
surplus to the workman.* Ifa laborer can obtain a surplus 
by making shoes or hats, he must sacrifice one of these sur- 
pluses to get the other. The extensive movement of 
workmen from one country to another, and from country to 
city, creates another prominent form of sacrifice, which might 
be called the sacrifice of home. 

Yet another sacrifice is that of changing the form of 
consumption. Almost every change in production requires 
a corresponding change in consumption. In going from 
the country to the city, the workman gives up pure air for 
better amusements, the emigrant must change his diet, 
and whoever acquires regular habits of industry gives up 

4 


*“ Theory of Dynamic Economics,” p. 60. 
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a large part of the free goods he might enjoy—hunting, 
fishing, etc. 

Do these forms of sacrifice indicate an increase of cost or 
of prosperity? In answering this question, we determine 4 ¢ 
whether they belong on the cost or on the utility side of the ‘ 
ledger. These sacrifices, I hold, are not true costs, but only 
indications of a surplus. The sacrifice of abstinence results 
from the increased productivity of capital. With capital we 
can produce with less cost, and hence the abstinence from its 
use is a sacrifice. The sacrifice of confinement does not involve 
an increase of pain, but merely a change or delay of the 
pleasure to which we are entitled, because of the increase of 
productive power. Each one feels the burden of this sacrifice 
in proportion to the efficiency of his production and the 
quantity of the surplus he has toenjoy. The sacrifice of 
home also becomes a reality by the decrease of the cost of 
production in some other locality below the cost at home. 
These forms of sacrifice are only felt when the surplus of 
society is increasing and its real costs decreasing. Sacrifices 
have the same effect on the expenses of production as costs, 
but they do not reduce the surplus of society. In the theory 
of value they belong on one side of the ledger, while in the 
theory of prosperity they belong on the other. Sacrifices 
are expense and not profit; yet, at the same time, they are 
surplus and not cost.* 

Whether sacrifices are to be regarded as cost or surplus 
depends upon the standpoint of the observer. The value 
theorist views men in their primitive condition before the 
physical adjustment to industrial conditions has begun, and 
hence all sacrifices are costs. The prosperity theorist 
views society in an advanced state, adjusted to its new con- 
ditions, and to him sacrifice has ceased to be a cost and has 
become surplus. The value theorist naturally seeks a 
primitive society, because his premise that value equals cost 


* Profit is the difference between the value of goods and the expenses of produc- 
tion. Surplus is the difference between the total utility of goods and the subjective 
cost of producing them. The latter, therefore, is much greater than the former. , 
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leads him to make the costs as high as possible. The 
__-:prosperity theorist as naturally seeks an advanced society, 
_ because there the evidence of social progress is most mani- 
ae _ fest. ‘The one overlooks or underrates the psychical changes 


_ of social progress, while the other emphasizes them. 


_is followed by a psychical change in the race by which the 
act ceases to be disagreeable and becomes a pleasure. When 
we give up any accustomed pleasure to secure another which 
we deem on the whole to be better, the loss of the first 


becomes the customary one, and then the loss of the old 
pleasure is not felt. A child would cry bitterly if it must 
give up an apple to-day, even if he were promised two 
to-morrow, but when he became a man, with the saving 
instinct well developed, he would view with great pleasure 
- any exchange of one dollar to-day for two dollars to-mor- 
row. The emigrant leaves his native village with sad feelings 
concerning the pleasures he is to lose, but when he returns 
after a few years, he pities his old neighbors and wonders 
how people can enjoy such crude pleasures. 

To an individual unaccustomed to postponing pleasure, 
few acts are more trying to the will. He has no vision of 
future happiness, and no pain in not having his future wants 
provided for. The mind of a thrifty man pictures definitely 
the pleasures of the distant future, and feels a vivid present 
pain in not having future wants supplied. As soon as this 
psychical change takes place the man has a surplus of 
pleasure in supplying future wants instead of a surplus of 
pain. This surplus of pleasure will not be so large as in 
supplying present wants of the same kind and character, 
yet to such a man the act of giving up less urgent present 
wants for the more urgent future wants will not be painful 
as it is in the case of a primitive man. The reward he gets 
for the act is a return for superior intelligence, and hence, 
like profits, it is a part of his surplus. It is an element in 
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Each change in a dynamic society which involves sacrifice — 


pleasure is at first severe and cuts in heavily on the surplus © 
of the new pleasure. In time, however, the new pleasure © 
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the expenses of production, but is not an 
costs of society. 

The mind as affected by hunger affords another instance 
of the difference between men in primitive and in advanced 
societies. To the primitive man hunger is an unqualified 

>! pain. It brings up in his mind only the memory of past 

- suffering, long periods of famine and the loss, perhaps, of 
many of his best friends. To the civilized man, however, 
having his wants regularly supplied in a complex modern 
society, the same sensation creates in the mind, not a feeling 
of pain, but of pleasure. Instead of a picture of famine and 
disease, the mind now creates an image of the expected 
dinner and its many pleasures, to which a good appetite is 
essential. Hunger adds to the pleasure of the meal more 
than it takes from it. We pity the man who is not hungry 
and nothim whoishungry. The primitive man would re- 
gard the state of not being hungry as ideal : we regard such 
a state as evidence of disease. Can we at the same time say, 
‘‘ Hunger is the best sauce,’’ and also call it a pain? The 
sensation may continue disagreeable, but we enjoy the feel- 
ings it creates. In computing the surplus of a meal we 
should therefore reckon the anticipated feelings which 
hunger produces, and the resulting advantages, as a net gain 
rather than an uncompensated loss. 

It may, however, be asked why the act of abstinence re- 
quires a reward for its regular exercise, if it yields a surplus 
of pleasure. The reason is that the reward would be less 
than other acts would afford if there were no difference in 
the value of present and future goods, and hence there 
would be no motive for the psychical change which the act 
cf saving promotes. For example, in California, during the 
gold discoveries, why were so many farm products im- 
ported? It was not for lack of fertile lands near the mines, 
because this region has proved itself very productive. It 
was solely because of the relative return from the mines and 
farms. ‘The laborer could get, say, three dollars a day on 
the farm and four dollars in the mines. The three dollars 
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would yield him a surplus above his costs, but not so much 
as the mines would yield. The farms were left idle there- 
fore, not for a lack of a surplus, but because the surplus was 
less than other forms of labor would yield. So in the case of 
saving. The production of future goods would give the 
producer, with saving instincts well developed, a surplus 
even without a reward for the act, but this surplus would 
be less than the surplus the production of present goods 
would yield if there was no difference in the value of pres- 
ent and future goods. Interest isa factor in distribution, | 
because the reward of labor is more than sufficient torepay > 
the real cost of production, and not because the act of absti- r . 
nence is necessarily painful. It is therefore not a vost, but a 
means of equalizing the distribution of the surplus between 
the producers of present and future goods. 

Viewing interest in this way as the means of equalizing 

the distribution of the surplus, it might be inferred that the — 

rate of interest would rise with the increase of surplus. The | y 
tendency of normal progress is, I think, in this direction, __ 
yet powerful social forces more than counterbalance this 
tendency. Therise of the marginof consumption increases the . 
utility of each increment of present goods, and this strengthens _ 

the tendency to spend. A society of individuals with the . 
same subjective qualities would feel the delay of consump- ; 

tion more keenly with each rise in the marginal utility of | 

the articles they consume. Society, therefore, would be 
compelled to offer a higher rate of interest to offset the 
greater urgency of present wants. 

In our present society this rise is prevented by the un-— 
equal distribution of wealth resulting from the unequal de- 
velopment of the saving instinct. Where large sums of 
capital are accumulated by single individuals, their marginal i 
- wants are so well supplied that a low rate of interest creates | 
- sufficient inducement for them to delay further present con- 

sumption. ‘The average individual saves less, relatively at _ 

least, and enjoys the higher marginal utility of present goods r 
which comes with social progress. The normal development | 
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of the race is checked and interest falls when it would 
otherwise tend to rise. 

Whether interest is a real cost or not, that is, whether the 
act by itself affords more pain than pleasure, is a problem 
that must be kept distinct from that of the cost of capital. 
In any progressive society there is a constant demand for new 
accumulations of capital to supply the needs of an increas- 
ing production. In addition, therefore, to supplying present 
wants, a portion of the time of the laborer must be used in pro- 
ducing new capital. The increased length of the working 
day makes the marginal increment of production more 
painful than normal conditions would otherwise demand. 
In this way the cost to society of the new capital is consid- 
erably increased, and if the growth of capital were rapid the 
tate of interest would be raised. Professor Giddings has 
brought out this point so admirably that it does not demand 
a full demonstration here, yet the discussion would not be 
complete if it were omitted.* 

It is this cost of producing new capital that gives much 
sof the basis to the claim that abstinence is a cost to society. 
If producers who have no capital should cease to borrow 
and try to produce it themselves, a lengthening of their 
working day would result, with an accompanying higher 
marginal cost. They have a real cost to face when they 
attempt to forego the use of borrowed capital, which they 
are not willing to undergo so long as the rate of interest is 
low enough to make borrowing the easier way out of present 
difficulties. The man who borrows does so to avoid a real 
cost, but this does not show that the act of abstinence is 
painful to members of an advanced society having the saving 
instinct well developed. Society must measure its surplus 
_ from the method in which production is actually carried on 


under normal conditions, and not from a method that would 
be temporarily substituted for it if we were deprived of the 
accumulated results of past industry. 


*Giddings. ‘‘The Cost of Production of Capital.’”’ Quarterly Journal of Eco- 
nomics, July, 1889. 
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The borrowers by themselves would be in a position similar © 
to a nation after a devastating war. Production would be 
carried on by the aid of extra hours of labor, having a higher 
marginal cost, instead of with capital, involving only a 
change or delay of consumption. The increase of cost in. 
this case is real, and this higher cost of production must 
continue until the acts of abstinence again displace those 
extra hours of labor which the lack of capital demanded. 
Costs are reduced when an act of the will, made habitual 
through exercise, can be substituted for mental or physical 
labor. 

By thus viewing social progress from a psychological 
standpoint, the differences between cost and sacrifice become 
clear. Changes in race psychology—by which I mean the 
desires and feelings created in 


sniiaeiien. reduce the cost of production. Lew costs 
increase the amount of sacrifice involved in production, but a 
decrease its infensity. ‘The amount of sacrifice is deter- — 

by the of the environment. The 


more choice in shading does the producer have. The 
free gifts of nature and other goods which have their utility _ 
reduced by prolonging production are more abundant. 
The producer gives up more under these conditions when 
he engages in any particular act of production, and ~ 
hence, his sacrifices are greater than if his environment 
were less favorable. Low costs, therefore, mean many sacri- 
fices, and to employers of labor the growth of the one element | 
counteracts the reduction of the other. The intensity of this 
sacrifice, however, is reduced through social progress. ‘The 
changes in race psychology which we have described alter | 
the attitude of producers towards the acts of sacrifice involved 
in production. New feelings arise which gradually reduce ~ 
the disagreeable effects of sacrifice, and at length create a 
surplus of pleasure in acts where the primitive man would 
find acute pains. 
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AND UTILITY. 
Turning from a discussion of cost to that of utility, we 
also find a difference between the meaning of the latter term 
as used in a theory of prosperity and in a theory of value. 
The older writers, who regarded political economy as a 
theory of prosperity, took it for granted that the pleasures 
and pains of the different members of a society were com- 
mensurate. Bentham has given us a complete system 
worked out on this hypothesis. Each individual has a sum 
of pleasures and pains, and when these sums of individual 
pleasures are added and the pains subtracted, we can decide 
upon the welfare of society. No one can accept the maxim, 
‘the greatest good to the greatest number,’’ without assum- 
ing that the prosperity of a society can be determined by such 
a calculation, and giving to the word ‘“‘utility’’ a meaning 
that will allow such a calculation to be made. Bentham did 
not use the term ‘‘ positive utility,’’ as I have done, because he 
knew of no other use of the term. Had he lived after Jevons 
and Menger have given a meaning to the word needed for 
their theory of value, he would have been forced to distin- 
guish his use of the word from theirs, or to give up the method 
of calculating utilities which lies at the basis of his system. 
Jevons claims to use Bentham’s theory of utility as the 
basis of his theory, and yet he changes the meaning of the 
terms so radically that the two theories are quite distinct. 
When Bentham uses the term ‘‘ utility,’’ he means the gross 
utility of an object, that is, the whole pleasure derived from 
an object without any reduction. Fruit, for example, will 
yield a given pleasure in consumption, but this pleasure is 
often followed by certain pains, colic, etc. Bentham in 
estimating the utility of this fruit would call the total 
pleasure of consumption its utility. The pains of consump- 
tion would be classed with the pains of production as 
negative pleasure. They are both put on the same side of 
the ledger and contrasted with the gross utility of consump- 
tion. Jevons, however, when he uses the term “‘ utility,’’ 
means the net utility of any object, that is, the pleasure of 
consumption less the pains of consumption. 
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g On the other hand, the term “‘ cost,’’ which Jevons substi- 

tutes for ‘‘pains’’ in his formula, includes more than 
Bentham’s ‘‘pains,’’ because Jevons includes in it the 
sacrifices of production as well as its pains. And these 
sacrifices are estimated by their gross amount, and not by 
the product of their amount by their intensity, as the theory 
of Bentham’s demands. The ledger of Jevons, therefore, 
differs radically from that of Bentham ; the use of the same 
terms is the only sign of similarity. Bentham also assumed 
that every pleasure is distinct, and that the pleasures and 
pains accompanying each act can be readily separated from 
the consequences of every other act. Recent economists, 
either consciously or unconsciously, deny this assumption. 
Goods, they have shown, are consumed in groups, and the 
utility of individual articles must be measured in the group 
of which they are a part. Utility is no longer defined in the 
positive manner of Bentham, but in a negative way. It is 
measured by the difference in the utility of the group with 
and without the article. When, however, utility is defined 
in this way, it is no longer possible to add together the 
utilities of single articles to determine the prosperity of an 
individual, and still less that of a society. Suppose articles 
A, B and C form a complement in consumption. The 
absence of any one article will not only cause a loss of the 
utility of that article, but also a part of that of the other two 
articles. If the utility of the group was thirty units, the 
absence of A might reduce the utility of the group by, say 
twelve units, the absence of B by thirteen units, and that of 
C by fifteen units. Reckoned in this way, the sum of the 
utility of the three would be forty units, or ten units more 
than they really possess. It is evident that the calculations 
of Bentham cannot be carried through, if utility is given a 
meaning of this kind. 

Having in mind these facts, overlooked by Bentham, I 
have made the distinction between positive and absolute 
utilities. All articles would be estimated at their positive 
utility, if the formation of complements in consumption did 
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- not add to the utility of an aggregate of goods. When, 

_ however, an article is a part of a complement of goods, 
the consumer can be forced to impute a utility to it that 
really belongs to other members of the group. Articles 
which have no utility in themselves acquire utility through 
their relation to articles having utility. Sugar, for example, 
has a high utility, but causes the teeth todecay. Toothache 
results and the dentist’s forceps thus acquire utility. But 

this utility of the forceps is not a real addition to the welfare 
of the individual; it is merely a part of the utility of the 
sugar transferred to the forceps. Inany complement of goods © 
in which sugar holds a prominent place, forceps acquire an 
absolute utility from their relation to the sugar. A patched 
coat adds nothing to the happiness of the wearer ; it prevents, 
however, the loss of the happiness derived from articles | 
which can be enjoyed only when a coat is worn. Cabbage 
and onions, though disagreeable to the consumer, may drive 
away hunger, and thus enable him to enjoy any pleasures 
that his environment affords. They thus acquire a utility 
which must be subtracted from that of articles really giving — 

_ pleasure in consumption. 
To the value theorist this distinction between positive and — 

- absolute utility is of no consequence. He merely seeks to 
find what degree of importance the consumer attaches to a 
given article at a given time. The market value of an | 

_ article is the same, whether its utility is original or acquired. 

In the theory of prosperity, however, different periods of 

-anation’s development are compared. During this period of 

"progress, the formation of new and larger complements of 
goods causes many of the absolute utilities to be displaced — 
by articles having positive utility. Hunger is stilled; but it | 

is done by meat and bread instead of cabbage and onions ; 

_tooth-brushes reduce the need of dentist’s forceps; and a 
new garment displaces the patched coat. In this way the 

gross and net utilities of the articles consumed would be | 

brought more nearly together, and thus, without any change 
of objective values, a would be enjoyed at 
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the end of the period than at its beginning. The psychical 
development of the race would also reduce the intensity of 
the sacrifices involved in production, and thus increase the 
surplus of society without reducing the expenses of con- 
sumers. If economic nomenclature does not recognize the 
distinctions on which the changes depend, it is not possible 
to develop a theory of prosperity. 

The two methods of measuring utility can be illustrated by 
comparing Professor Marshall’s view of consumer's surplus 
with mine. He takes as the utility of the first increment of 
a good what a consumer would give if he possessed only 
one increment ; the utility of the second increment is what 
the consumer would give for it if he had but two increments 
and so on. In this way he gets the consumer’s surplus of 
each article. Nowhere does he try to add together the con- 
sumer's surplus of all the articles consumed by an individual 
to get the whole consumer’s surplus as I have done. If he 
did he would see an error, for the parts will not add. 
Subjective utilities are units of one class and, when correctly 
estimated, must add so that the consumer can determine 
the surplus of his whole consumption. 

Suppose I am in a desert with three loaves of bread. To 
the first I might attribute 200 units of pleasure, as it would 
keep me alive; to the second, say 50 units, as it would make 
me comfortable ; to the third, say five units. If instead of 
bread I had three pounds of meat, I might attribute to the 
first pound 300 units of pleasure ; to the second 75 units ; and 
to the third, say rounits. If, as athird hypothesis, I had both 
articles to the amount named, could I add the two surpluses 
(255-385) and say I had 640 units of pleasure? Certainly 
not. I cannot at the same time have the first pound of meat 
worth 300 units, and the first loaf worth 200 units. Either 
the first pound of meat or the first loaf of bread become 
an essential part of the group of goods needed to secure 
life. A large part of its value is created by its position in 
this group. When I estimate the first pound of meat as 
worth 300 units, and the first loaf of bread as worth 200 
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units, one important element—the absolute utility of living— 
is counted twice, and if all articles have their consumer’s 
surplus estimated in this manner, there are innumerable 
duplications. 

In my way of estimating utilities it is assumed that the con- 
sumer is in a normal state, surrounded by a variety of goods. 
; ‘Then to each increment is given the utility derived from it 
under these conditions. It is quite different to ask what 
a man would give for a single roll of bread in a desert, or for 
_ two rolls, etc., than it is to ask what pleasure will he get 
from the first roll at a meal when he eats four rolls, from the 
eae roll, etc.? Estimating in the first way, he cannot 

add the separate utilities to find the total utility from a 

variety of articles; but in the second way he can. By 

positive utility I mean the pleasure derived from the different 

portions of an article or a group of articles when they are 

consumed together under normal conditions. The pleasure 

of mere living may depend upon these articles, but it should 

be estimated by itself so as not to confuse the calculation of 
economic utilities. 

Professor Marshall’s consumer’s surplus would be much 

7 larger than mine, because he estimates the surplus not from 

= a given situation of the consumer, but from a series of situ- 


} ations representing different stages of supply. It seems to 


| me misleading to add together the surplus under a variety 
oo of abnormal situations and call the sum the consumer’s 

| surplus, because it implies that the given surplus is really 
obtained by the consumer. This is not true, as no consumer 
can be in all these situations at the same time, nor do any 
number of consumers find themselves in the variety of situa- 
tions which would make the consumer’s surplus from the 
whole commodity correspond to the supposition which Pro- 
fessor Marshall makes. 

The high utility which articles acquire under abnormal 
conditions does not indicate an addition to consumer’s surplus 
either of the individual or of society, but merely a transfer of 
utility from one article to — ‘Suppose a man in a 
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desert with a loaf of bread, some cloth, and other articles 
of merchandise. The abnormal position would greatly in- 
crease the utility of the bread, but the other articles would 
correspondingly fall in value. ‘The consumer’s surplus of 
the man would not be increased, because the effect of the 
rise in the utility of the one article would be counteracted 
by the fall of the others. There is merely a change in 
objective values and not an increase of subjective utilities. 
Usua!ly the abnormally high utility of the first increments 
of one article or of a few articles accompanies a reduction 
in the consumer’s surplus of the individual. 

While Professor Marshall’s method affords a good illus- 
tration of how utility is measured from the standpoint of a 
value theorist, Professor Clark’s illustration is equally good 
for a similar measurement of cost. It is assumed in the 
illustration used by Professor Clark that the articles A, B 
and C can be made in nine hours’ work, and that the article 
D can be made in the tenth hour with an effort less than the 
pleasure of its consumption.* ‘This tenth hour of work, how- 
ever, will reduce the leisure of the workman, and thus reduce 
the subjective utility of A, Band C. Thereis, then, a gain 
of utility in working the extra hour, and a loss of utility in 
consumption. How shall this gain and loss be represented ? 
To make the problem definite, I shall use some tables repre- 
senting the utility and cost of the various articles : 


I II. III. 


Utility. Cost. Utility. Cost. Utility. Cost 

os I 8 I 8 I 

ee 2 7 2 7 2 
pad ke 3 6 3 6 3 
cal 4 5 7 2 4 


In the first table, let the utility and cost be represented as 
they would be if there was no loss in consumption resulting 
from the extra hour’s work. We will also suppose that the 
utility derived from the consumption of the first three 
articles will be reduced three units if the work is extended 


* ANNALS OF THE AMERICAN ACADEMY, July, 1892, p. 40. ‘ - 
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through the tenth hour. Then, if I understand Professor 
Clark correctly, he would estimate the utility and cost of the 
articles as in the second table. The diminution of the utility — 
of the first three articles is a cost, he says, and this cost 
added to the pain of producing D would make its total cost 
seven units, thus preventing its production. I would, how- 
ever, estimate the utility and cost according to the third 
table. Under the conditions assumed, the joint utility of A, 
B and C, if D is not produced, is twenty-one units. If D is 
produced, the joint utility of the four articles is twenty-three _ 
units. The utility of D under these conditions is therefore 
but two units. If the workman works ten hours, the tenth 
hour adds two units to his stock of utilities and his cost is” 
four units ; therefore he will not work the extra hour. 
A reduction of the utility of an article should never be 
represented as a cost. Its effect should always be repre- 
sented by a lower utility of some other article whose con- 
sumption or production reduces the joint utility of the two. 
In the illustration given, the workman, if he works ten 
hours, has not twenty-six units of utility to enjoy and 
thirteen units of pain. The whole utility is but twenty- 
_ three units, and the whole pain ten units. Three imaginary 
units are added to each side of the account in order to save © 
the theorem that costs and value are always equal at the © 
margin of production. I also fail to see how Professor — 
_Clark’s argument helps his position. It is agreed that 
under the conditions D will not be produced. Cis there- | 
_ fore the marginal increment of production, and there will be © 
a surplus of three units in its production, even if Professor - 
Clark’s position is correct. 
There is, however, another reason for a surplus at the © 
margin of production besides the fact that the time needed } 
for consumption of what has been produced cuts into the - 
time needed for production. In a highly efficient state of an 
industry, the number of hours which a workman may work © 
and yet have a surplus is so great that, if he works until the 
marginal cost equals marginal utility, his efficiency during 
[425] 
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the following days will be reduced, and also his capacity for 
enjoyment. Suppose marginal cost equals marginal utility 
only at the end of the sixteenth hour of labor. Then the 
vitality of the workman will be so reduced after a few work- 
ing days of this length, that he cannot accomplish as much 
as if he worked regularly fewer hours each day. The same 
cause will reduce the utility of the articles he consumes, and 
hence he would have more cost and less utility than if he 
worked fewer hoursa day. Prudence would therefore dic- 
tate that the workman, under these conditions, should reduce 
the length of his working day, and thus have a surplus at 
the margin of production. 

In the foregoing discussion of the terms ‘‘cost’’ and 
‘‘ utility ’’ I hope to have shown that the different mean- 
ings of these terms have arisen out of two radically different 
ways of investigating economic phenomena. The meaning I 
give to these terms is in harmony with the meaning attached 
to them by every economist who views political economy 
primarily as a theory of prosperity. If my usage differs 
from that of most of the writers of the present day it is because 
the theory of value has of recent years absorbed the atten- 
tion of economists to a degree that causes them to neglect 
the theory of prosperity. Any one desiring to revive the 
interest in the latter theory must use these terms with their 
earlier meanings, drawing some new distinctions needed to 
adapt the theory to our present knowledge of economic 
phenomena. ‘That the two concepts should differ in many 
particulars is inevitable, but if all writers will be as con- 
siderate as Professor Clark, there is hope of progress in spite 
of differences in the use of terms. 

It is necessary to recognize that the premises of the theory of 
value are more simple than those of the theory of prosperity, 
and that distinctions needed for the latter theory can be over- 
looked in the former. The value theorist merely seeks to de- 
termine the causes that fix the market values of to-day. It 
makes no difference to him whether utilities are positive 
or absolute ; both will act in the same way on present market 
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values. Nor does he care whether the expenses of produc- 
tion result from real costs or from the sacrifice of one utility 
for another, since both will affect values in the same way. 
These changes, therefore, would not be of importance in the 
theory of value, having no effect on market values, and yet 
must be considered in measuring the increase of prosperity. 

The vital differences between the two concepts lie in 
the relation of the marginal increments of production and of | 
consumption. If there is a surplus in the last increment of © 
a normal day’s labor, the theory of distribution will be dif- 
ferent from what it will be if there is no such surplus. In 
the latter case the whole distribution depends upon the cost 
of the marginal increment of production. The law of dif- 
ferential cost or rent will then determine the distribution of 
the surplus. But if there is a surplus at the margin 
of production, a part of the surplus is distributed, not by a 
law of cost, but by the law of monopoly. The most slowly 
increasing factors of production become monopolies and 
secure the greater part of the surplus. Producers who have 
the power of raising the objective value of their commodi- 
ties do so at the expense of other producers and not of 
consumers. 

I have called this part of the surplus not distributed by 
the law of cost, surplus value, but it might be called the 
monopoly fund. ‘There would then be in the new theory 
of prosperity a monopoly-fund theory corresponding in im- 
portance to the wage-fund theory in the old theory of 
prosperity. The law of the monopoly fund might be 
stated as follows: The fund which ts distributed according 
to the law of monopoly increases with the growth in the 
variety of consumption and with the reduction of cost. 'This 
law, however, would not necessarily mean that the great ‘ 
monopolies, of which we hear so much, grow with the increase 
of prosperity. There is a necessary connection between the 
increase of the monopoly fund and the improvement of the 
standard of life, since they both depend upon the increase 
in the variety of consumption and the consequent rise of 
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the margin of consumption. But producers adjust them- 
selves to new conditions much more easily than do con- 
sumers, and, therefore, they will at first gain the advantage 
due to an increase of the monopoly fund. The steady rise 
of the standard of life should in time check the increase of 
population and make labor a more slowly increasing factor 
in production, thus securing for the laborers a greater share 
in the monopoly fund. They would secure this reward, 
however, not because of any cost they bear, but because 
of their slower rate of increase. 

The practical results of the acceptance of this theory are 
apparent. According to the older theory, where costs deter- 
mine distribution, the surplus is either consumer’s surplus or 
rent. Theories of taxation try, therefore, to reach one or 
both these funds by taxes. Theories of progressive taxation 
seek to tax the consumer’s surplus, while other theories, like 
the single tax theory, try to tax rent. But if the in- 
creasing differences in the marginal increments of production 
and of consumption due to social progress enlarge the 
monopoly fund at the expense of consumer's surplus and 
rent, both these latter funds (consumer’s surplus and rent) are 
decreasing funds or, at least, lose their relative importance 
in an advanced society. Therefore, taxes should be placed 
so that they will fall upon the monopoly fund, thus becoming 
burdenless to society. 


— 


Smon N. PATTEN. 
University of Pennsylvania. 
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THE ALCOHOL QUESTION IN SWITZERLAND. 


The war against the misuseof intoxicating drinks has, in 
some parts of Switzerland, a long and varied history. With > a 
the amendment of the National Constitution, in 1885, and the 
laws resulting from or suggested by it, the mov ement 
acquired a more general and national character and, at the | 
same time, reached a stage where a backward glance on the — 
road already traveled and the objects attained, may be helpful. — 
The introduction of the brandy monopoly has, in particular, 
attracted widespread attention. It would, however, be one- - 
sided in considering the whole problem and in estimating the 
results attained, to limit one’s self to a discussion of the 
monopoly. Leaving aside the more or less important assist- | 
ance of individuals and the manifold activity of organized 
private effort, legislation alone presents a complicated plexus | 

_ of measures of which the monopoly is but one, and of which a 
each one has its own signification and lays claim to its own © 
proper place in the system. 

We shall not attempt here to do justice to the efforts of 

_ individuals in combating the evil of intemperance, and even 
in regard to legislative action we must content ourselves 
with briefly sketching its most important features. 

The most radical means of opposition to alcohol are legal | 

prohibition and its correlative in the domain of private 
activity, total abstinence. ‘There has never been in Swit- 
zerland, to our knowledge, any serious discussion of the 
introduction of prohibitory laws, owing to the openly- | 


e hostile attitude of public opinion to so radical a measure. 


Neither has total abstinence, as a principle of conduct for 

adults, ever found much encouragement among us. As a_ 

rule for children, and a remedy for intemperance, however, 

abstinence from all, or at least from certain spirituous bev- | 
d erages, has won for itself of late, even with us, a heightened, 
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although by no means an universal recognition. For 
example, the Temperance Society of the Blue Cross, which 
proclaims total abstinence both as acure and as a duty 
imposed by Christian ethics, numbered in 1877 only thirty- 
two, six years later, 2763, and in 1890, 5348 adult members 
and adherents. Under these circumstances, it is superflu- 
ous to consider farther in this sketch the principle of total 
abstinence. 

It has been often asserted, perhaps too uncondition- 
ally, by prominent students of the alcohol question, that 
the use of fermented liquor gave rise in ancient times to 
drunkenness, with its individual outgrowths, but that the 
malady of alcoholism is a modern disease of the body social, 
produced by the introduction and consumption of brandy. 
It is, in any case, on the supposition of the existence of dif- 
ferent degrees of harmfulness in the various beverages that 
the legislative struggle with intemperance in Switzerland, 
which has, in the last ten years, reached a species of conclu- 
sion, chiefly rests. The aim of the government was, in 
substance, to improve the quality of brandy, and, at the 
same time, to check itsconsumption by substituting for it 
the less harmful wine and beer. 

Before taking into consideration the execution of this pro- 
gramme, we must notice a contemporaneous but entirely 
distinct movement, 7. ¢., the agitation against the tavern.* 
People began very early to associate the spread of alcohol- 
ism with the existence and ever-increasing number of public 
resorts for the sale of liquor; consequently, to diminish the 
number of these establishments or, at least, to check their 
farther multiplication, seemed to many one of the best, if 
not ‘he best, and only means of combating the evil. So in 
Switzerland, for example, where an especially strong interest 
has been shown of late in the cure of this universally recog- 
nized malady, the movement was in the beginning almost 


*[(German Wirthshaus. The somewhat antiquated English word “ tavern " is the 
only one we have which adequately expresses the German original. The American 
‘*saloon’ is practically unknown on the European continent, where eating and 
drinking remain much more intimately associated than with us.—TRANSLATOR. | 
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entirely governed by this principle. It became, therefore, a 
question of the first importance, whether or not the govern- 
ment should have the right to regulate the relation between 
supply and demand in the sale of intoxicating liquors; in 
other words, whether or not the government would be justi- 
fied in rejecting a petition for a tavern license on the 
ground that there were already in existence in the place in 
question a sufficient number of such establishments. Such 
action on the part of the government was, however, irrecon- 
cilable with Article 31 of the Constitution of 1874, which 
guaranteed freedom of trade throughout the Federation under 
certain restrictions pertaining to finance and police. It 
was asserted by the upholders of the principle above referred 
to, of the more taverns the more drinking, that this Article 
31 was responsible for the multiplication of public houses, 
and, consequently, for the increase of alcoholism, and they 
advocated, therefore, a revision of the Constitution, limiting 
the freedom of trade as far as the sale of liquor was concerned. 

We could not and cannot share this opinion, and as it is 
supported outside of Switzerland with equal, if not greater, 
persistence, we hope we may be pardoned for setting forth 
briefly the opposing view. We find that the movement, as 
above described, has two distinct elements, viz., the struggle 
against the tavern and that against alcoholism. By alcohol- 
ism we understand the evil effects on individuals and society 
of an immoderate use of intoxicating liquors, whereas the 
tavern evil is only a specific but perverted outgrowth of the 
natural craving for entertainment and society. In direct 
contradistinction to alcoholism, it may exist where there is 
only moderate drinking. The tavern evil certainly leads in 
many cases to the immoderate use of alcohol, and, conse- 
quently, tothe disease of alcoholism ; but these are not its 
necessary and, very often, not its actual, consequences. 
Alcoholism can be produced and exist independent of the 
tavern, and vice versa. It is clear that there is an inevitable 
connection between the tavern and the tavern evil, but the 
relation between this evil and the number of taverns is by no 
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means a necessary one. It is a matter of experience that one 
tavern may cause more trouble than ten. Still less intimate — : 
is the relation between alcoholism and the tavern on one _ 
hand and alcoholism and the zumber of taverns on the 
other. There is no more connection than between the num- 
ber of railroad stations and the amount of traffic, or the — 
frequency of accidents. ‘Taverns, like the stations, are so’ 
various in character and influence that they can hardly be 
classed together as a whole, and to attempt to do so is to 
sacrifice gua/e to guantum in an unfair and inadmissible 
way. As traffic utilizes other channels besides the railroads, — 
so the tavern is not the only and, in many cases, not the 
principal refuge of that taste for liquor which leads to alco-— 
holism. Suffice it, in this connection, to call attention to 
the fact that the public establishment for the sale of liquor 
plays a very different rdle in the town and in the country, in 
the regions where wine or brandy is produced and those in — 
which vineyards and distilleries are wanting, etc. In most 
countries, and especially in Switzerland, where real grog- 
shops are few, brandy, of all drinks the most injurious and 
which leads most quickly and surely to alcoholism, does 
most harm where it is set forth by the private host rather 
than the public landlord, drunk at home and in the work- 
shop rather than in the tavern. 

The tavern evil cannot well be investigated statistically. 
But the international statistics of alcoholism, by their con- 
tradictory testimony, go to confirm what has been said above. 

_ ‘They show increase in the number of public houses, with 
fF and without increase of the consumption of liquor and of 
. . = decrease in the number of taverns, with and 


without decrease of intemperance; relatively large numbers 
of public drinking places, with relatively little drinking, and 
vice versa. Where, however, a reduction of the number of 
taverns has been followed by a decrease of alcoholism, such 
reduction has either been accompanied by other important 
7 2 measures, or has been so radical as to partake of a prohibit- 


ory character. 
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From these considerations we draw the conclusion that 
while the reduction of the number of taverns may occasionally 
and under certain circumstances produce a decrease of the 
tavern evil or of alcoholism or of both, we cannot look for 
either an universal or certain result from the measure, 
especially as regards alcoholism. Nevertheless, we are not 


a so prejudiced as not willingly to sacrifice our personal 
F opinion to an occasional and, so to speak, accidental suc- 
cess, did not history teach us that the execution of such 
measures can and has given rise everywhere and always 
to arbitrary and illegal discriminations, and that the principle 


in question may but too easily be used as an instrumentum 
vegni. Weare, therefore, opposed on principle to any regu- 
lation of the sale of liquor which may be proposed under the 
title of the question of consumption. 

On the other hand, we would be warm adherents of any 
measures which promise an amelioration of the tavern evil, 
leaving untouched the equality of all before the law. We 
welcome all efforts to obtain a higher level in the character 
of the license holder, and of the tavern, measures requiring 
- certain guarantees of the personality of the licensee, which 
harmonize the location and internal arrangements of the 

tavern with considerations of public good, which limit the 
time of sale for the promotion of public order, which provide 
for proper food and entertainment, and which exclude 
immoral influence. 

Considerations of this nature induced the Swiss Federal 

_ Government to abandon a proposed amendment to Art. 31 of 
the Federal Constitution. They had all the more reason for 
the action, as it seemed undesirable to allow the whole move- 
ment against alcohol to fall into a futile struggle against 
taverns, and thus side-track the entire movement. 

In the course of events Art. 31 was, however, revised. In 
_ the legislative bodies the adherents of the doctrine that there 
a direct connection between alcoholism and the number 
of taverns, joined hands with the Federalists, a political 
a party that would leave no opportunity unimproved to conquer 


[433] 


> 
5 
J 


ANNALS OF THE AMERICAN ACADEMY. 


any powers for the Cantons. The position of the Federalists 
induced the members of other parties to agree to the pro- 
posed revision, as this concession seemed the only means of 
securing the aid of the Federalists for the proposed exten- 
sion of the Federal power over the manufacture and sale of 
distilled spirits. The Executive gave its approval so soon as 
it was convinced that further measures for restricting the 
consumption of brandy were sure to follow. The action was 
ratified by the direct vote of the people. The two amend- 
ments, increasing the power of the Cantons on the one hand 
and of the Federation on the other, were submitted together to 
the vote of the people, and hence a clear and distinct expres- 
sion of principles was impossible. 

The revision of Art. 31 gave the Cantons legislative power 
to subject the sale of liquors to the restrictions that the public 
welfare demanded. But the power granted was not so exten- 
sive as proposed by those who looked for a sovereign remedy 
in the reduction of the number of taverns. The Federal 
Government was careful in its decisions upon appeals from 
the action of the cantonal governments to protect, so far as 
possible, the equality of all citizens before the law. In its 
decisions it said that while citizens could not claim absolute 
commercial freedom in this matter, they could rightfully 
demand that the limitations should be such as would operate 
in the same manner for all persons in the same situation. 
Before the adoption of the Federal Constitution the legisla- 
tion of fifteen Cantons and half-Cantons, with a population of 
1,700,804 persons (census of 1888 ) had, apart from certain 
special exceptions, not adopted the standard of necessity in 
determining the number of places for the sale of liquors. 
Ten Cantons, with a population of 1,232,530, had legislation 
based on that principle. In three of the latter, and the most 
important of them, law and practice stood in a more or less 
drastic contrast. 

Since the amendment of 1885 four Cantons with 58o,- 
694 population, have adopted the principle in question,so 
that to-day three-fifths of the Swiss Cantons have a restrictive 
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policy, while in the other two-fifths there are no special 
provisions regulating the liquor traffic. The fiscal and 
police regulations governing the trade were not touched by 
the revision of 1885. They have been made almost univer- 
sally more stringent. It is fortunate that the whole question 
has become the subject of increased attention. This seems 
to us the main fruit of the legislation. It is much to be 
regretted that the imperfection of human institutions has 
prevented a strict harmony of actual practice with the laws 
as they stand on paper. 

The number of places for the sale of liquor, as shown by 
the Statistical Annual, has increased from 1882 to 1888, in all 
Cantons, by 625. In the fourteen Cantons with restriction 
(Berne, Lucerne, Uri, Obwalden, Nidwalden, Zug, Fribourg, 
Basel (city), Aargau, Valais, Basel (country), Vaud, St. Gall 
and Schaffhausen) the number has increased from 10,890 to 
11,011. Butif Valais should be omitted, where a different 
principle was followed in obtaining the figures at the two 
dates, this class of Cantons shows 10,237 taverns in 1882 
against 10,144 in 1888, or a decrease of ninety-three. Eight 
Cantons show a decrease of 298, the remaining six an 
increase of 205 licenses. Inthe increase are included two Can- 
tons which adopted the principle of restriction in 1885 (show- 
ing an increase of 183 licenses), and it would seem that the 
traditions of the older legislation were still at work. In the 
eleven Cantons without restriction, the increase in the same 
period was 254 (1882, 10,743; 1888, 10,997 taverns). In 
six Cantons (Ziirich, Solothurn, Appenzell A-Rh., Grau- 
bunden, Thurgau and Ticino), there was an increase of 397; 
in the remaining (Schwyz, Glarus, Appenzell I.-Rh., 
Neuchatel, Geneva) a decrease of 143. In view of the 
somewhat doubtful comparability of the figures and of the 
position we take in the question, we shall not draw any 
farther conclusions from the figures given. 

Let us turn from this point to the main question. We 
have shown that the solution of the liquor problem was 
sought mainly in the substitution of wine and beer for 
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strong drinks, and in the improvement of the quality of the 
latter. It remains tobe shown in detail how the problem 
has been approached. 

We would emphasize first the increase in the cost of 
distilled liquors by the imposition of federal and cantonal 
taxes. The federal taxes consist in the duties on imported 
spirits for the benefit of the federal treasury, and in the tax 
on consumption for the benefit of the Cantons, introduced in 
1887 in the form of a monopoly. These taxes are imposed 
on all distilled liquors with the exception of those made in 
Switzerland from grapes, fruits, berries and roots of Swiss 
origin. The monopoly, apart from practically inconsiderable 
exceptions, is applied as follows: 

A. For the home production—(1) by the purchase by the 
monopoly administration of all raw spirits produced from 
materials containing starch, and the sale of this product 
in the form of pureraw spirits or rectified spirits at monopoly 
prices ; (2) by collection of monopoly fees on the produc- 
tion of raw spirits and brandy from grapes, fruit, berries and 
roots of foreign origin. 

B. For imports—(1) by transferring to the monopoly 
administration the exclusive privilege of importing spirits, 
and raw spirits and by the sale of the same in pure quality 
at monopoly prices ; (2) by the collection of monopoly fees on 
brandies and liquors ofevery kind imported by private persons. 

Customs duties and monopoly charges are so adjusted 
that the qualities consumed by the agricultural population 
and the great mass of the people are less heavily burdened 
than the finer qualities, consumed by the well-to-do classes. 
The same holds true for the taxes introduced after 1887 in 
the various Cantons on the sale of distilled liquors of all 
kinds in quantities of less than forty litres. 

With the introduction of the new taxes on consumption 
and sale of liquors, the old taxes of the various Cantons 
have been de facto or de jure superseded. In general, the 
old taxes retained and the new ones introduced are about 
three times higher than those before 1887, exact calculations 
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—— out of the question. The taxes are still comparatively 
low, and the reproach often heard, that the philanthropists 
of alcohol reform in Switzerland have been led by financial 
considerations, is unfounded, since few states in similar 
positions to Switzerland have more moderate taxes on dis- 
tilled spirits. It is due to historical conditions that the 
taxes are felt by the different sections of the country with 
varying force according as they possessed previously low or 
high taxation Thisisthe more to be regretted since, under 
the old order of things, the highest taxes on liquors 
occurred in those Cantons where, in consequence of an 
irrational system of taxes on wine and beer, the consump- 
tion of distilled liquors was greatest,in Cantons where it 
would have been highly desirable to have the new tax felt 
most strongly. It seems to us that the existing taxation 
of distilled liquors can only ameliorate indirectly the evils 
of their use and only in conjunction with other measures. 
The most important of these we consider the cheapening of 
fermented liquors. 

This was accomplished on the one hand by the abandon- 
ment of the cantonal and communal duties (Ohmgelder and 
Octrots) on wine and beer, and, on the other hand, by the 
adoption of a constitutional amendment whereby the sale 
of fermented liquors in quantities of more than two litres 
should be subjected to no further restriction than such as 
may be necessary to prevent adulterations and to preserve 
health. Wine and beer are subject at present only to the 
Federal customs duties and the cantonal tavern license. Re- 
cently, as has already been said, the latter have been 
generally more or less increased. ‘The customs duties are 
very low. We should regret, from the standpoint of the 
alcohol question, if fiscal interests or protectionist ten- 
dencies should bring about any change in this matter and 
thus render wholly or partially ineffective the abolition of the 
cantonal duties. 

The abolition of the duties (Ohmgelder and Octrois) on 
wine and beer was beneficial in practice chiefly to the 
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by the keg. The prohibition of ail taxes on small sales 
aimed at the cheapening of these wares to persons who could 


small quantities. Unfortunately, this purpose has not been 
as fully attained as it was desired. The traditions of former 
legislation, as well as alack of commercial enterprise, have 


manner conceived by the legislators. 

An improvement of the quality of all liquors accompanied 
the cheapening of fermented liquors and the increased price 
of distilled liquors. In regard to spirits the federal and 
cantonal governments have divided the task. The federal 
government, through the monopoly administration, guaran- 
tees the good quality of all the materials which come into 
commerce, and the cantonal governments see that the liquors: 


work of the cantonal government iscarried out with varying 
degrees of effectiveness. In general, however, there is a 
decided gain in the seriousness with which the task has been 
taken up, since the inception of the reform movement and 
notably in those districts where the use of distilled liquors is. 
the most extensive. At this point we cannot discuss farther 
the general significance of the purity of distilled liquors in 
the struggle with alcoholism, nor the measures which have 
been taken by the Swiss monopoly to secure this purity.* 

In connection with the purity of fermented liquors atten- 
tion should be called to the many and costly efforts of the 
federal and cantonal governments in recent years to improve 
the cultivation of the grape and other fruit by destroying 
insects and diseases, by improving the agricultural instruc- 
tion, by establishing experiment stations, by ordinances on 
planting fruit trees by the road sides, and by laws for insur- 
ing the genuineness of wines. 


* The author has treated this subject in a report to the Third International 
Congress against the misuse of spirituous liquors (Christiana, 1891), and also in 
the Geschiiftsbericht der Alkoholverwaltung tor 1890. 
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consumers who were able to buy these drinks for domestic use 


not buy in such amounts, but were forced to purchase in _ 


prevented a general organization of such retail trade in the | 


and liqueurs meet the requirements of a sound hygiene. The — 
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Furthermore, we should mention the police regulations of 
- the Cantons in regard to food. They are of earlier origin, 
but their execution has gained in vigor since the reform 
movement of the last decade. That there is still something 
to be desired in this connection cannot be denied. ‘There are, 
therefore, those who find the cantonal authority too narrow 
in this field and strive for something better and uniform 
under federal action. In this connection should be mentioned 
the resolution of the Nationalrath, in June, 1887, requesting 
the Bundesrath to investigate and report what measures 
in the way of federal legislation ought to be taken supple- 
menting the ordinances of the cantonal governments relating 
to the manufacture and sale of pure food, and especially com- 
pelling the makers and sellers of all wares to call them by 
their right names. Recently the government of Ziirich — 
_ has brought forward a proposal fora federal law fixing police — 
_ regulations for food. The field of action of the Federation 
in regard to fermented-liquor police is quite restricted. 
So it may be reduced to a differential taxation of natural 1" 
and refined wines which are imported. 

The struggle with alcohol did not rest with these achieve- 
ments, the increased price of distilled liquors, the cheapening - 
of wine and beer, and the improvement in quality. These 

- general measures were accompanied by two special measures 

_ whose importance is by no means insignificant, the regulation — 
of distilleries and the application of one-tenth of the mon-— 
opoly receipts for the struggle with alcoholism. 

Peddling distilled liquors is recognized in different sections 
as a dangerous practice. The federal law of 1886 prohibits 
this form of sale. But worse than the evils of peddling, 
according to the experience of Switzerland and other nations, 
are those which arise from the existence of small stills in agri- 
cultural districts. The evils of the use of spirits in the 
country were produced or accentuated by the fact that peasants 
took the production of distilled liquors in constantly increasing 

quantities into their own hands, although little fitted for the 
work. This product, by reason of the primitive methods of 
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manufacture and the absence of rectification, was excluded 
from the market. It was therefore consumed where pro- 
duced, and in a quantity far outstripping any necessity. 

Dr. Schild described the effects of these small stills in 
various sections of Switzerland in 1864. We may take his 
words as an accurate description to-day. ‘‘In the fields,’’ 
he writes, ‘‘in the houses, and in the work-shops, we are 
forced to the conclusion that ‘schnaps’ is the daily drink, 
morning and evening. The many stills bring ‘schnaps’ in 
plenty into the peasants’ houses, and the workmen must be 
content with it and, zo/ens volens, accustom themselves to it. 
Even children are often given a little drop and this becomes 
gradually a large drop, and then a little glass and finally a 
whole glass. No one should be surprised that drinking has 
become so common in peasant houses ; that contrary to former 
customs and habits, peasants’ sons appear in taverns after hav- 
ing become at home regular drinkers. Many illustrations are 
familiar here in the country of respectable peasant families 
who have become distillers and who have been ruined by the 
immoral consequences of ‘schnaps’ drinking, despite the 
material advantages which they have gained.”’ 

All this is essentially changed through the efforts of some 
of the Cantons, but mainly thanks to the introduction of the 
Swiss alcohol monopoly. Fourteen hundred large and small 
distilleries have been suppressed since 1887 by expropriation. 
For the remaining sixty or seventy distilleries the monopoly 
adniinistration is the only purchaser. The product does not 
go directly from distiller to consumer. It flows into a reser- 
voir sealed officially, and accessible only to the authorities. 
The administration takes it under legally fixed conditions 
and brings it back, rectified if not sufficiently pure, into trade, 
at monopoly prices. ‘To these provisions of the monopoly 
law in their relation to consumption we would ascribe a 
greater and more direct influence than to the taxation of 
liquors. But in our opinion these advantages are due tothe 
monopoly character of the administration. The monopoly 
has rendered the description above cited obsolete. There is 
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a great difference whether men run after liquor or it runs 
after them. 
Less important, perhaps, but not to be passed over without 

- consideration, is the provision that one-tenth of the monopoly 
receipts shall be applied to the struggle with alcoholism. 
- We speak of the future, since the laws and ordinances on this 
- subject are not all ready and operative. In so far as the 
‘tendencies of these laws is apparent, their main purpose is to 
_ provide more largely for the care of the insane and poor and 
_ to support private enterprises which aim at the diminution 
of the vice of drinking. The tenth amounts to from 600,000 
- to 700,000 francs annually. The struggle against alcoholism 
is, as it were, endowed with a capital of over 20,000,000 
francs. This proves that merely fiscal purposes were not the 
only determining factors in the creation of the monopoly. 
We have thus far discussed the most essential legal 
measures against the misuse of alcoholic liquors and may 
turn now to the results accomplished as far as they can be 
enumerated. 
_ The report of the alcohol monopoly for 1890 gives the fol- _ 
lowing figures on the consumption of distilled liquors at 50° __ 
of all kinds per capita. - 


1882 9.4 litres 
vefore the monopoly. 
1885, 10.26 “ 
8 6.27 - 


As the report says, ‘‘If we compare the figures for the 
- years 1882, 1885, 1890 before and after the introduction of 
the monopoly, we see a per capita increase of .86 litres for 
the period preceding the monopoly, but a decrease of 3.99 
litres per capita since its introduction. A decrease of such 
tremendous proportions has not, however, actually taken 
place. Formerly a large part of the distilled liquors produced 
in Switzerland or imported into it was smuggled into foreign 
countries and was not actually consumed in Switzerland. 
Since the introduction of the monopoly this smuggling has 
almost ceased. Nevertheless, we maintain that the use of 
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distilled liquors has decreased since the law went into effect. 7 
This is confirmed not only by the opinions of competent | 
judges from different sections of the country, but it is also | 
indirectly shown in the figures above cited. If we should 
assume that the actual consumption of 1885 was the same © 
as in 1890, that is 6.27 litres per capita, instead of 10.26, we > 
must conclude that of 300,000 hl., which made the apparent _ 
consumption of 1885, as much as 116,825 hl., or 31,969 litres — 
per day, were smuggled into foreign countries, which is con- 
tradictory to all probability. The smuggling into Switzer-— 
land since the introduction of the monopoly is, according to 7 
the unanimous opinion of the customs officials, quite insig- | 
nificant, and in any case would not seriously affect the results _ 
given, since it would be counterbalanced by the smuggling _ 
into other countries, still existing to a small extent. The 
undoubted decrease of the consumption of distilled liquors, _ 
even if not exactly measurable, is so much the more fortu-_ 
nate, as a noticeable increase took place in former years.’’ 
We estimate the actual reduction in the use of spirituous 
liquors at 25 per cent. 

Since the purpose of the Swiss legislation was not so much 
to suppress the use of distilled liquors as to supplant it by 
that of wine or beer, we must consider the use of fermented | 
liquors. The importation of wine increased much between _ 
1885 and 1890. But, according to our information, these 
increased importations only supplied the tremendous falling — 
off of the home production in the period named. We are 
inclined to think that in recent years the consumption of wine | 
has suffered no increase, or at least no considerable increase, _ 
but that it has uniformly remained at from 55 to 60 litres per 
capita. With beer the case has been different. We estimate 
the consumption of 1885 at 36 litres per capita, that of 1890 _ 
at 45 litres, an increase, therefore, of 25 per cent. General — 
observations lead us to believe that there has also been an 
increase in the fruit wines, but we cannot give even estimates 
of it in figures. We have, therefore, the result which for us | 
seems a favorable one, that the use of distilled liquors has | 


[442] 


- | 


decreased in favor of the fermented liquors containing the 
least alcohol, beer and fruit wines. 

It would appear to us ridiculous if in such facts anyone 
should see an increase of the evils which we designate with 
the general name alcoholism. It is, on the contrary, prob- 
able, and this is confirmed by the judgment of unprejudiced 
men, that these evils have decreased. Unfortunately this 
cannot be proven by figures. In the first place the experi- 
ence is so recent that the results of the alcoholism of 
an earlier period are necessarily not yet overcome, and, fur- 
thermore, the statistical observations in the field, at least so 
far as Switzerland is concerned, are, for various reasons, not 
of such a nature that a conclusive comparison of the former 
and recent years would be possible. 

These statistics have been much improved of late and not 
least because of the agitation of recent years. If this does 
not help us so far as the past is concerned it will probably 
enable the future observer to determine whether the passions 
which alcohol awakes and fosters have been strong enough 
to break through the obstacles which philanthropy and 
State policy have placed in their way. We are convinced 
that things have changed for the better with us in recent 
years. It does not blind us to the fact that many evils still 
exist in Switzerland, nor does it blind us to the dangers 
which threaten that which has been accomplished. In the 
battle with alcohol watchfulness is essential. Such an enemy 
should find no breach open. We hope and expect that 
Switzerland will maintain not only the position which it has 
taken, but will strengthen and improve it. But it can do so 
only with full consciousness of the fact that in the struggle 
against the misuse of alcoholic liquors, which threatens the 
individual and the state in its very essence, minor interests 
must remain in the background, that agricultural interests 
in the alcohol question cannot be allowed to predominate, 
and that in the words of St. Chrysostom, ‘‘ Wine is the gift 
of God; drunkenness, the gift of the devil.’’ 

Berne W. MILLUIET. 


_ [Translated from the German manuscript of the author. ] 
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SELIGMAN'S “SHIFTING AND INCIDENCE OF 
TAXATION.” * 

This work is one of the most brilliant contributions America _ 
has made to finance. Its solidity, logical analysis, clearness 
of statement, and general scientific soundness, cannot fail to 
procure for it a high place in economic literature. 

The odject of Professor Seligman’s monograph is to ascer- 
tain the series of processes whereby the area of ultimate 
pressure of a tax comes to differ from the area of original 
pressure. We observe that some taxes are paid by one group 
of citizens and borne by another group. ‘These groups are 
not identical, because of the shiftings or transferences of the 
tax. The first fall of a tax is known as the fercussion, or 
‘‘ original incidence.’’ Here the tax may stay. But in many 
cases, by what is known as shifting, /rvans/ation, repercussion, 
Ueberwalzung, etc., the tax comes to rest upon different 
individuals. This final fall of a tax is its ‘‘ incidence.’’ The 
incidence, then, is the result of the shiftings. As a ball rolling 
down a flight of stairs drops from step to step till it finally 
rests on the landing, so may a tax, either in whole or in part, 
slide or slip from citizen to citizen, till at last it alights on the 
taxbearer. 

This analogy fails us, however, in one important respect. 
The ball moves under the original impulse joined to 
force of gravity. The stair does not thus throw off the 
ball. But the tax is inert and does not travel. It does 
not slide, glance, or *%cocher. It does not shift. It is 
shifted. It is thrown off by the taxpayer because he has 
adjusted himself to the alteration the tax has wrought in 
his economicenvironment. ‘The shifting always presupposes 
economic freedom and the knowledge of how best to use it. 


* ON THE SHIFTING AND INCIDENCE OF TAXATION By E.R. A. SELIGMAN, 
Pp. 191. Publications of the American Economic Association. Vol. VII. Nos. 
2 and 3. March and May, 1892. Baltimore. 
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These being given, the event depends on a man’s advantage 
of position. When a man occupies a strong economic posi- 
tion, so that the sacrifice attending a tax can be refused and 
passed on to another by an adjustment involving a slighter 
sacrifice, the tax will be shifted. But when a man occupies 
an unfavorable position, so that the cost of shifting is too — 
great, the tax will be endured. When shifted, the tax passes © 
from man to man until it reaches some one who cannot afford — 
to refuse it and transfer it. On him the tax abides. 

In character the investigation iseconomic. The laying of | 
taxes belongs to the State, and the principles of justice and 
expediency it shall observe are ascertained by finance and 
political science. But the shiftings of taxes result from and 
express the reaction of industrial society under the imposed 
burden. They are determined by economic forces and laws, 
and constitute a part of the subject matter of political 
economy. ‘The incidence of taxes is a problem that finance — 
sets to economic science. 

The appropriate method of investigation is that of deduc- — 
tion. The shifting depends upon the presence and strength — 
of economic forces. In each case the key to the problem 
lies in the nature of the situation. We obtain our knowl- 
edge of the shiftings and incidence of taxation through our 
knowledge of the real economic position of the industrial 
classes concerned. And what is this but learning by i 
deductive method! The path of a tax is so difficult to 
follow with the eye that it is doubtful if ever the actual — 
shiftings will be observed, recorded, and, by the statis-_ 
tical or the historical method, made to reveal the laws they © 
obey. It is true we may rectify or verify a deduction by — 
consulting admitted facts of common observation or history. © a 7 
But in general we must trust to our knowledge of economic 
laws. If the doctrine of the incidence of taxation has 
recently made marked advance, that advance is due not to 
observation, comparison, or statistics, but to our closer 
analysis of economic phenomena and our 
edge of economic laws. 
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The object, character and method of the investigation have 

been indicated. But a clearer view of the field is needful. 

Shifting is not the same as evasion. The one means 

escape ¢hrough transfer; the other escape wzthout transfer. 

Evasion may be illegitimate, as in the case of smuggling ; 

. or legitimate, as when one makes some change in his occu- 

pation that will place him beyond the reach of the tax. In 

7 either case it is the government that loses, and not some 
other individual. 

Again, we must distinguish the incidence of taxation from 
the effect of taxation. For example, a high tax may be 
prohibitive, and so have far-reaching social effects. But so 
long as nothing is actually paid, there could arise no problem 
_of shifting or incidence. Or a productive tax may seriously 
alter the distribution of wealth, and thus effect great social 
changes. But these cannot fall within our discussion. The 

incidence of a tax must be ascertained ere the remote conse- 
quences are traced, and the ascertainment of this is the task 
of this monograph. 

In his history of the doctrine of incidence, Professor Selig- 
man, after touching upon the earlier doctrines, proceeds to 
discuss 1fine distinct theories of incidence. 

_-~—- The physiocratic theory, assuming rent as the sole surplus 
a fund of society, insists that the incidence of all taxes is upon 
the landowner. ‘The only tax that does not shift is the land 
tax. All other taxes are simply indirect methods of reach- 
ing the rent of land. 

The absolute theory, outlined by Smith and perfected by 
= rests on the postulate of free competition, the wage 
fund doctrine, the residual theory of profits, and the law of 
rent. A tax on pure rent will remain onthe land. Other 
land taxes, which reach down to the no-rent lands at the 

margin of cultivation, increase the cost of production, and so 
are shifted tothe consumers. In so far as the consumers are 
es laborers, the tax will, in virtue of the ‘‘iron law of wages,”’ 
be further shifted to the consumer of labor, 7. e., the capi- 
. talist employer. The incidence of all general taxes on 
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agricultural produce, on wages, or on profits, is upon the _ 
capitalist. For special taxes on commodities not included 

in the laborer’s standard of life, the rule is that they termi- 
nate on the consumer. 

The optimistic, or equal diffusion theory, once in great 
vogue, assumes that a free society, in obedience to the 
promptings of self-interest, behaves as a fluid. It is con- 
ceived that industry will always take on a form such that, 
at any given moment, one field of activity will be as invit- 
ing as another. If, now, a tax is levied upon an economic 
group, emigration from that group will result until the 
equilibrium is thereby restored. As regards the tax falling 
on those who remain, it is propagated along a series of ex- 
changes until it falls on the consumer of their products or 
services. There it rests. So all taxes, whatever be their 
form, come to be taxes on expenditure. The holders of this 
theory are fond of illustrations drawn from the behavior of 
fluids. Wealth circulates among men as the liquid in a 
series of communicating tubes. You may draw from one 
alone, but each of the other tubes contributes its share. Or 
a tax is like a loss of blood which, though emptying : 
single vein, is nevertheless borne by the whole system. The 
hardships of a tax spread and disappear like the disturb- 
ance caused by dropping a pebble into a lake. The press- 
ure is transmitted promptly throughout society just as the 
pressure at any part of a water-bag or an air-mattress is 
instantly transmitted equally in every direction. But at this 
point the advocates of the theory differ among themselves. 
For some, society is not so fluid but that equal diffusion 
results only from a slow process involving a certain hard- 
ship. These economists regard permanence as the one thing 
needful in a taxing system. And so we have Canard’s 
maxim, ‘‘ Every old tax is good; every new tax is bad."’ 

The equal-diffusion doctrine may be interpreted either 
favorably or unfavorably. ‘To the optimist like Thiers, it 
means that every tax, no matter how great its apparent injus- 
tice, comes to bear on people according to their expenditure. 
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And expenditure is a just basis of taxation. To the 
pessimist like Proudhon, it means that since the tax is 
indefinitely shifted upon the consumers, the poor, who 
consume, are taxed, while the rich, who largely save and 
capitalize, escape their fair share. 

The capitalization theory originated in the discussion of 
the land tax. It was chserved that when a special tax is 
imposed on land the selling value of the land is instantly 
lowered by the capitalized value of the tax, and when a 
special tax is removed, the selling value is similarly 
increased. In the former case tlte State confiscates; in the 
latter it makes a free gift. As neither are justifiable, we 
reach the doctrine that the land tax should never be changed. 
But Craig showed that an alteration in the land tax is 
capitalized only when no similar alteration is made in the 
rate of general taxation. Sidgwick then extended the 
doctrine to ‘‘ any particular kind of durable wealth of which 
the supply is absolutely limited.’’ Rau held the doctrine 
to apply only to the excess of the land tax over the 
general rate of taxes, and then only in case of sale. For 
example, when the original proprietor, or his heirs, retain 
possession of the land, no capitalization of the tax takes 
place. 

Professor Seligman finally lays down the following prin- 
ciple: ‘‘When a partial tax is imposed on any class of 
commodities to the exclusion of all other classes, whether the 
commodity consists of land or of any other taxable object, the 
tax will fall entirely on the original owner of the commodity 
before the tax was imposed and not on the future purchaser. 

When unequal taxes are levied on different 
Gasnen of commodities, the excess of the tax 
will be capitalized, so as virtually to exempt future owners 
from the surplus taxation.’’ This theory is true, however, 
only when the object has an annual rental value, when 
demand and supply remain the same, and when the tax 
cannot be shifted to the consumer by reason of being used 
in further production. For capitalization of a tax is just 
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the opposite of shifting. If a tax is shifted it cannot be 
capitalized. If capitalized it cannot be shifted. 

Excellent as is this analysis it is not quite exhaustive. 

The word /ax is ambiguous, since it may mean one payment 
or a series of annual payments. When a tax requires a 
single payment only (e¢. g., the Direct Tax of 1862), it can- 
not be capitalized, although it may be shifted. Or, when the 
tax reaches goods that will be consumed ere a second pay- 
ment is made, it is not capitalized. But when a special tax 
reaches an object of so protracted a consumption period that 
several annual payments must be made on its account, these 
payments will in certain cases be discounted, lumped, and 
deducted from the selling price of the object ; so that if the 
special tax covers ten years of the consumption period of a 
house, the placing of the tax depreciates the value of the 
house by the present worth of a ten-year annuity. If the 
object yields a perpetual rental or use, ¢.g., an estate, it 
depreciates the value by the present worth of a perpetual rie 
annuity. 

In our other discussions we sought the shiftings and 
incidence of a single payment. But here we have to do 
with the history of a tax regarded asa series of payments. 
And we learn that, in certain cases, future payments may be 
shifted back upon the initial possessor. A special and ex- 
clusive tax injures its victims in proportion to the number of 
annual payments they must make on their overtaxed prop- 
erty. And, hence, if eager to escape from the overtaxed 
class, they must offer an abatement in the price: of their 
property proportionate to the number of payments yet requir- 
able. It follows, then, that the more durable the property, 
the greater the shifting, and the worse is any arbitrary 
change in the relative rate of taxation. 

Under the edectic theory, Professor Seligman describes the 
reaction against the absolute theory and the equal-diffusion 
theory. Say insisted that, owing to the falling off in demand, 
the producer may not be able to shift a// of atax. Sismondi 
and Garnier brought out in strong colors the difficulty of 
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“restoring the equilibrium,’ and the danger of deeming it 
a matter of indifference where the state placed the tax 
burden. ‘They showed that society has not the perfect 
-mobility so often assumed by the diffusionists, but accom- 

modates itself to an unjust tax only after great suffering. “ 

Rau declared that shifting is effected by change in supply 
and demand, and hence is most likely to occur when the tax 
is uniform and general over the whole field of supply. He 
held that transference of taxation cannot excuse an unjust 
"system of assessment, because the shifting is uncertain, can- 
not remedy local and particular inequalities, requires too 

_ much time, and often reduces both production and consump- 
tion. Prince-Smith reasons that a tax on a commodity can be 
shifted only through increase of price. ‘This presupposes 

_ greater demand or smaller supply. But the producer can- 
not increase the demand, therefore he must reduce the 
supply. This requires the migration of labor and capital to 
other occupations. So to the body of producers the problem 

of shifting reduces itself to the question which is the lesser 
evil—to bear the tax or to limit production ? 

The term agnostic theory Professor Seligman applies to the a” 
conclusion of Adolph Held, that we can know nothing 
about the whole subject of incidence. It is doubtful if this 
doctrine deserves to rank with the really ruling conceptions, 
such as that of equal diffusion, or of capitalization. 

The socialistic theory, as developed by Lassalle, asserts that 
where wages are still above minimum of subsistence, all ‘ 
indirect taxes are shifted to the shoulders of the poor. | 

The quantitative or mathematical theory, as developed by 
Cournot, Jenkin and Pantaleoni, describes a method rather 

- than a positive doctrine. The mathematical theorists regard 
_ the subject of incidence as bound up with the general theory 
Be value. They have usually been most successful in treat- 


ing those taxes which can be regarded as part of the cost of 
production. By a study of supply and demand of monopo- 
lized goods and goods freely produced, of goods produced 
at increasing, diminishing, or constant cost, they were 
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able to establish a body of doctrine which is still in high 
repute. 

With the close of this historical sketch, and previous to 
entering upon the special study of particular taxes, we 
inquire what shape the doctrine of incidence takes on in the 
light of later economic science. 

The diffusionists, with their firm grasp on the great funda- 
mental law, that men under the promptings of self-interest 
so direct their economic activities as to secure for themselves 
the maximum benefit, were clearly a long step ahead of 
those who followed the evidence of their senses in utterly 
ignoring the shifting of taxes. They deduced from economic 
law, and were justified in so doing. But their conclusions 
were wide of the truth, because they overlooked differences. 
They neglected the whole group of subsidiary and minor 
economic laws, which must be considered along with the fun- 
damental law in correctly deducing the shiftings of a tax. 
Granting the identity of economic motives, we still have a 
whole series of differences of economic nature which give 
rise to differences of shifting, and therefore must be taken 
into account. 

A tax is laid upon an object. But ere we can predict its 
transferences and incidence, we must consider the fol- 
lowing : 

1. Is the tax general or special ? ‘ 

2. Is the object durable or perishable ? 

3. Is it monopolized or freely produced ? 

4. Is it supplied at constant, increasing, or diminishing 
cost ? 
. Is it produced at varying costs ? 
. Does the tax reach the marginal product ? 
. Is demand for the object persistent or sensitive ? 
. Is the capital engaged in producing it fixed or free ? q 
Is the object a final or merely an intermediate good ? 

The laws hinted at by these inquiries constitute the chief 
gains to exact economic science within the last half century. 
The importance of the above differences in ascertaining the 
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shiftings and incidence of taxes is easy to see. If we take 
merely their surface significance, we reach the following 
principles : 

1. The more genera! and the less exclusive the tax, the 
narrower the taxless field to which the producers concerned 
can migrate. Hence a disposition to ‘‘ grin and bear’’ it. 

2. The more durable the object, the longer the series of 
annual payments demanded by the tax, and the more dis- 
astrous will be the weight of future payments shifted back 
upon the present proprietor by the future owners. 

3. If the object is monopolized, the price is not fixed by 
the marginal product, and hence the tax will not be shifted 
through suppression of the marginal product. 

4. If the object is supplied at increasing cost, a greater 
exodus of producers is necessary in order to bring about a 
shifting to the consumer, than if it were supplied at diminish- 
ing cost. 

5. If the object is produced at varying costs, the less 
efficient producers may be ruined by a tax the abler pro- 
ducers can readily pay. Hence the tax will be shifted not 
to consumers, but to the less efficient producers. 

6. If by reason of partial taxation, or international com- 
petition, the marginal product is exempt, the tax cannot be 
shifted, since the marginal product is the price-fixer. 

7. If demand is persistent, the producers will roll the tax 
upon the consumers through rise in price. But if sensitive, 
the producers will bear the tax, or else some will migrate. 

8. If much capital is fixed, the shifting will be slighter 
and tardier than otherwise. 

9. If the object is a final good, the tax once shifted to 
the consumers will stay there. But if it be an intermediate 
good used in further production, the whole case is reopened 
and all the above considerations may come in to determine 
whether or not the tax shall be shifted to the second, third, 
or ultimate consumer. 

With these principles held firmly in mind, we can ap- 
proach with confidence the problems presented by particular 
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taxes. There is a general complaint that, owing to the 
escape of much invisible city property, the American farmer 
is compelled to pay more than his just share of taxes. But 
it is often asserted that his tax is shifted to theconsumers of = 
farm products, and becomes a tax on consumption. Even if : 
this were true, it would still be a most unjust tax, passing by oy 
wealth and capital and falling with crushing weight on the 
expenditure of the poor. But it is not true. Nosuchdif = 
fusion occurs. This will become apparent from a study of . 
the incidence of the various land taxes. 
Four kinds of land taxes may be distinguished: 1. A tax 
on economic rent; 2. A uniform or qualitative tax; 3. A 
tax on produce; 4. A tax on selling value. All economists — 
agree that a tax on pure rent cannot be shifted. Mr. George 
was right in his contention with Mr. Atkinson. The tax on | 
rent, as it does not reach the no-rent land at the margin of 
- cultivation, cannot increase the cost of the marginal product 
which fixes the price of produce, and thereby the height of 
rents. This case illustrates Principle 6. 
The uniform or qualitative tax flourished in the colonies _ 
during the last century. A number of possible cases may 
be distinguished. Suppose the tax is uniform, say fifty 
cents an acre, on all agricultural land. In the case of land 
on the margin of cultivation, if one acre produces ten os 
_ bushels of wheat, the price of wheat must rise five cents 
_ per bushel, or the land must go out of cultivation. In the 
former event, the rise of five cents per bushel will more than | 
recoup the owners of more fertile lands. Such a tax will © 
not only be shifted, but will transfer wealth from consumers 
to the owners of superior lands. 
If the tax is not uniform, but is closely graduated — 
to the quality of the land, the rise in price will barely 
recoup each farmer for his tax. Or, if the tax is graded 
_ more steeply than the fertility of the lands, the rise in price * 
will not suffice to compensate the owners of superior lands 
for the tax. In this case a part only of the tax can be — 
_ shifted to the consumers. Finally, if the tax does not reach — 


’ SHIFTING AND INCIDENCE OF TAXATION. 65 “a 
4 
be 
{ 
4 
wy 
a 


NALS OF THE AMERICAN ACADEMY. 


down to the inferior lands, on the margin of cultivation, 
there will be no rise in the price of produce, and conse- 
quently no shifting to the consumer. Principle 6 applies to 
this case. 

The tax on produce (tithes and vingti2mes) is of so slender 
practical import to us, and has been so thoroughly discussed — 

by Mill, that it need not claim our attention. 

The tax on the selling value of land presents two cases. 

Bea it is a part of a general property tax or it isexclusive. 
In the former case it is not shifted for the reason given in 
Principle 1. But our American property tax, through its 
failure to reach the mass of personalty, has become so lop- 
_ sided as to be almost an exclusive tax on landed property. 
But even then it is not true, as the optimist insists, that the 
‘tax is so shifted and diffused throughout the community as 
_ fairly to redress the balance. 

Shifting can take place only by a rise in the price of agri- 
cultural produce, and, as demand is always more or less — 
sensitive, this is effected through some limitation of supply. 
‘This requires abandonment of whole tracts of land at the 
margin of cultivation. This would mean ruin for multitudes 
of cultivators who have sunk their capital in their farms. 
Rather than leave the land, they will continue farming at less 
than ordinary profits. And so prices remain low and the 
tax is not shifted to consumers. 

Again, as the farmer's surplus is sold in Liverpool in com- 
petition with the produce of many countries, and our defect- 
ive property tax does not reach the marginal products 
which fix the Liverpool price, and as by Principle 6 the 
price therefore cannot be raised, the farmer is unable to 
throw off the extra burden our tax laws place upon him. 

In cities the real estate tax comes to be made up of two 
distinct taxes—the ground tax and the building tax—each 
having its own shiftings and its own law of incidence. 

Personal property includes not only capital, but also wealth 
not used in production but held for enjoyment. A tax on 
the latter kind of property cannot be shifted, because the 
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property is not sold, and produces nothing that can be sold. 
And sale (of commodities, services, use of capital, etc.) is 
the sole agency by which a tax can be shifted. But a tax 
on capital or interest gives rise to several cases of incidence. 
An equal tax on all capital, if such were possible, could not 
be shifted. But it is impossible, because a tax at most is 
national in extent, while the field for the employment of 
capital is international. Again, as an equal tax on all forms 
of capital must be paid out of very unequal returns, it will 
eventually become an unequal tax. Now, an unequal tax 
on capital—and this is the only kind we have—gives rise to 
two problems of incidence. We have first to inquire the 
incidence as between the original owner and the new pur- 
chaser, and then as between borrower and lender. 

The first problem is solved by applying the law of capitali- 
zation already formulated. When two species of capital are 
taxed at unequal rates, the excess of the tax for all future 
payments will be borne by the original owner, because it is 
capitalized and deducted from the price he receives for his 
property. The second problem is solved by the general law 
of shifting. The loaning of capital may be looked upon as 
an exchange of present goods for future goods, and the 
excess of the latter over the former, 7. ¢., the interest, may 
be regarded as the price received for the peculiar technical 
advantage conferred by present goods. Now, the gen- 
eral law is that shifting is effected through rise in price. 
Price in turn can rise only through increase of demand 
or decrease of supply. A tax on the capital in a particu- 
lar state cannot, of course, increase the demand. But, 
owing to the mobility of capital, it may decrease the loca! 
supply. In this case the greater part of the tax would be 
shifted to the lenders in that state. It must be noted, how- 
ever, that, even assuming perfect mobility of capital, it will 
be impossible to shift a// the tax. If an insignificant locality 
imposed a mortgage tax upon the lender, a slight migration 
of capital would suffice to raise the rate of interest so as to 
shift the tax upon the borrower. But if a large state or 
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group of states taxed mortgages, there would be a double 
difficulty in raising the rate of interest sufficiently to shift 
the entire tax. The taxed area would be so enlarged that a 
very great migration of capital would be necessary, and the 
untaxed area outside would be so contracted that this mi- 
grating capital could not find profitable employment at the 
old rate of interest. For these reasons the migration would 
not be sufficient to shift the entire tax. That this truth is 
instinctively recognized is shown by the fact that, despite 
their jaunty air of indifference, money lenders offer a furious 
opposition to any law that levies a mortgage tax upon the 
lender rather than the borrower. 

But it is granting too much to assume perfect mobility of 
capital. Migration is hindered by a “‘friction’’ due to (1) 
ignorance of the capitalist; (2) difficulty of removing the 
capital; (3) risk connected with remote investments ; and 
(4) legal obstacles. Still less perfect, then, is the shifting of 
taxes from lender to borrower. And the instinct of the 
farmers who agitate for the just deduction of the mortgage 
debt is no less sound than that of their opponents. 

If we regard profits as signifying the revenue which 
accrues from the exchange of commodities, we may distin- 
guish four chief kinds of taxes on profits. 

I. A tax varying with gross production or gross amount 


sold. 
II. A tax varying with gross receipts, 


III. A tax varying with net receipts. 

IV. A tax of fixed amount. 

Before discussing the incidence of any of these taxes it 
will be necessary to note certain economic distinctions. 

Commodities must be distinguished according as they are 
monopolized or freely produced. In the latter case competi- 
tion brings it to pass that price conforms to cost of produc- 
tion. In the former case, in which some one controls 
the actual supply, or else determines supply through his 
control of production, price no longer conforms to cost. 
Price, depending upon the will of the monopolist, no longer 
| [456] 
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conforms to cost, but is so fixed as to yield the greatest pos- 
sible net profit. This price is known as the nanny 
revenue price. 

Again, commodities may be produced at constant, increas- 
ing, or diminishing cost. In the first case the rate between 
cost and product is the same, no matter what amount is 
produced. So that if # of outlay yields y of product xx 
will yield zy. In the second case this ratio increases with 
the amount produced, so that x will yield /ess than 2 y. 
In the third case this ratio diminishes with the amount. 
produced, so that 2 x will yield move than 7 _y. 


the ability of the producer, and differences in opportunity, 
the supply of a given commodity includes goods of different 
costs. Now, if it be asserted that price conforms to cost, the 


ticular articles would be as various as their costs. 

there is only one cost which can permanently serve as price- 

fixer without soon cutting down supply, and that is the ast of 

the marginal product, e., the cost of the article produced at 

the margin of production under the least favorable conditions. 

The law of competitive price is, therefore, the law of greatest _ 

cost. 
Returning now to the first of the various taxes on profit, — 

we note that it is the same as a tax on commodities, 7. ¢., 

equivalent to such ‘‘ indirect’’ taxes as the custom duties, or 

the internal revenue duties. Aseach unit must pay its sum, 

the tax may be regarded as an increase in the cost of pro- 

duction. Now, the question of shifting depends upon the 

question of price. Can the price be raised? In the first 

place, if demand is persistent the price will be advanced, 

and the entire tax will be shifted. This is nearly true in the 

case of absolute necessaries and high-priced luxuries. But 

for most goods demand is sensitive, so that, with a rise in — 
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Po price, the market is contracted. In that case there must be 
a migration of producers ere the tax can be shifted. But as_ 
this involves loss, the migration will be insufficient to 
permit the whole tax to be shifted to the consumer. The 
tax will be shared. Just how it will be shared depends upon 
the ratio of cost to product. If a good is produced at 
increasing cost, a lessening of supply will lower the average 
cost per unit. This will permit the producer to bear a part 
of the tax without loss to himself. The portion that burdens 
neither producer nor consumer represents the gain to society 
by checking the outlay for an article of increasing cost. If 
_ the good is produced at diminishing cost—so that the more 
there is produced the less is the cost per unit—a lessening 
of supply will mean a retreat to a higher cost level. The 
price must, therefore, be raised, not on account of the tax 
alone, but also on account of the greater cost per unit. The 
producer will bear little or none of the tax. ‘The consumer 
may bear not only the tax, but something more. This loss 
that benefits one is the penalty paid by society for checking 
the outlay for an article of diminishing cost. We may, 
therefore, sum up by saying that ‘‘the degree to which the 
tax will be shifted will vary inversely as the elasticity of the 
demand, and directly as the ratio of product to cost.’’ 

In the case of an article produced at varying costs, it is 
possible for the tax to fall on neither producer nor consumer. 
Suppose an article to be produced at costs from 1o to 16. 
Now, if a tax of 2 is imposed, those who produce at costs 
14 to 16 cannot continue in the business unless the price is 
raised. But the price cannot be raised, for as the inefficient 

producers abandon the field the economical producers will 
increase their output and maintain the former supply. Who, 
then, bears the tax on that portion of the product formerly 
costing from 14 to 16? Certainly neither producers nor con- 
-sumers, for cost with tax included is the same, and price is 
the same. Here, then, is a tax that, by enabling efficient 
producers to replace inefficient producers, has created the 


wealth it claims. 
vei It Claim 
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So far we have considered commodities as subject to the 
law of competition. But the law of shifting is entirely dif- 
ferent when goods are monopolized. Monopoly price, as we 
have explained, is out of relation to cost. It depends solely 
on the demand curve. 

Now, the monopolist may increase his profits in two ways 
—upwards, by raising his price, or outwards, by increasing 
his sales ; and he will fix his price at a point where the ad- 
vantages of the two methods are equal, and just balance 
each other. If, now, a tax per unit be imposed, the balance 
is disturbed. If he extend his profits ou/wards by larger 
sales he incurs more taxes, but if he enlarges his profits 
upwards by higher prices he incurs no expense. Like the 
owner of a Chicago business lot, he will build high rather 
than wide, because height costs nothing, while width does. 
Whether the monopolists can shift all or only a part of a tax 
to the consumer depends upon the size of the tax and the 
sensitiveness of demand. 

The foregoing discussion of the tax on sales simplifies the 
study of the other taxes on profits. A tax on the gross 
receipts from the sale of an article under the régime of com- 
petition is nearly identical with a tax on sales. But this is 
not true of monopolized goods. We have seen that in the 
former case the monopolist incurred additional taxes as he 
increased his sales, but not as he raised his price. But if he 
be taxed on his gross receipts, he will incur taxes by what- 
ever means he seeks to swell his profits. Professor Seligman 
reasons that, therefore, there will be no rise in price, and 
consequently no shifting to the consumer. But this is an 
error when asserted of a monopolized good that costs some- 
thing to produce. For, previous to the tax, the sole aim of 
the monopolist was to increase net profits irrespective of gross 
receipts. But afterwards he has a motive to keep his gross 
receipts as low as practicable. Now, if he increases his 
gross receipts outwards by larger sales, a part of the increase 
goes to cover additional cost. But if he enlarge his gross 
receipts “pwards the increase is pure profit. A tax on gross 
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_ receipts will, therefore, lead him to lessen his sales and to | 
raise his price, thereby shifting some of the tax to the 


consumers. 
Qn the other hand, the tax on net receipts or profits can- 
_ not be shifted by a monopoly. The best fund from which 
to defray a tax on profits is the greatest possible profits, and 
y this the monopolist has already secured by fixing his price 
: at the point of maximum revenue, and so, no matter how 
high the tax rises, he cannot shift it. He will maintain the 

old price until the tax, by devouring a// his monopoly profits, 

compels him to leave the business altogether. 

A tax on the profits of a competitive industry may be 
shifted wholly or partially, but in any case not so much as 
the tax on sales. A tax on profits, falling as it does most _ 

a \ lightly upon marginal producers, will not bring about so 
great a rise in price as a tax per unit of product. 

A tax, of fixed amount such as a license, cannot be shifted 
by a monopoly, for the very reasons assigned in the discus- 
sion of the tax on net receipts. In the case of competition 

the tax is a condition to production, and may be regarded as 
an initial outlay. Here we might expect shifting. But as 
=* producers, whether large or small, pay the same tax, the 
business becomes one of diminishing cost. The large pro- 
ducer, therefore, rather than raise the price, prefers to cap- 
ture the customers of the small producer and thus enlarge 
his sales. By larger business rather than by higher price 
4 will he recoup himself. In this case it is hard to see how 
the tax is borne, either by the consumer or by the actual 
producers. The consumers pay no higher price and the pro- 
ducers get no smaller profits than before. The truth is the 
tax is for a while borne by the unfortunate small producers, 
who are being crowded out of business, and eventually it 
is for the most part evaded by the reduction in the number 
of establishments, and hence in the number of licenses 

for. 

If by wages we think of the rewards of the professional 

and official classes, it is plain that a general tax on wages 
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will not be shifted. If the rewards of these classes are 
customary they cannot be increased, and if they are competi- 
tive they can be increased only by migration and con- 
sequent reduction of supply. And whither would the 
members of the professions migrate? In fact, the superior 
earnings of professionals may be regarded as quasi-rents 
which come to them by virtue of partial monopoly, and 
which will not be surrendered in order to escape a moderate 
tax. 

It has been maintained by the classical economists that a 
tax on the wages of ordinary labor will be shifted to profits, 
because wages represent no surplus, and are determined 
independently by the standard of living. But grave objec- 
tions appear. It is assumed that laborers will not consent to 
a reduction in their standard of life. This, however, is a 
question of power between the wage-earner and the em- 
ployer. The standard of living may be something above 
the minimum of subsistence. In this case there is a surplus 
upon which the tax may encroach. A class shifts a tax 
because it has a strong economic position. But it is quite 
possible that, owing to machinery or changes in production, 
the wage-earners may not occupy a strong position. In any 
case the shifting of a tax on wages presupposes a struggle 
and an interval of suspense, during which the laborer bears 
the tax. This represents an unjust burden that the state 
should not lay upon a single class. 

A poll tax cannot be shifted except when it trenches 
on the margin of subsistence of the wage-earner. A 
tax on inheritances, bequests or gifts cannot be shifted. 
An income tax has the incidence of its several component 
parts. 

This closes our study of shifting and incidence. In all 
cases we have sought to trace the tax tothe consumer. But 
it may be asked, Why should not the consumer shift the tax 
still further? In fact, as shown in Principle 10, he does 
shift it when the article is consumed in production. But the 
final consumer cannot shift the tax, because his consuming 
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has nothing to do with his producing. Change his economic 
activity as he may, he must still bear the tax entailed by his 
consumption. On the final consumer, then, must all taxes 
terminate their course. 

Shifting is a process attending social production, since it 
san only occur when one man produces for another. Under 
the earlier industrial régime, where each consumed the fruits 
of his own labor, shifting was impossible. Shifting is, there- 
fore, a modern phenomenon, characteristic of a system in 
which each stands in an economic relation to his fellows ; 
and as production becomes more special, as producers and 
consumers become more widely separated, as the line of 
middle-men lengthens, and as exchanges multiply, we may 
expect the shiftings of a tax to become ever more numerous, 
varied, complex and obscure. The science of finance will 
therefore make ever larger demands upon economic science 
in its effort to solve this problem. And since the problem 
is at present far simpler than it will be, and since the 
economic science that must solve it is still in its infancy, we 
may be sure the present doctrine of incidence is destined to 
undergo great changes. But the outlook is good. With the 
rapid transformations in our industrial system now going on 
there must come a redistribution of attention among the 
various topics of political economy ; and in that redistribu- 
tion there is every prospect that the subject of the incidence 
of taxation will be a vast gainer. 

In conclusion, I would note that this book has a practical 
import not much inferior to its scientific import. In his 
quest of truth for its own sake, Professor Seligman has 
incidentally done a great service to tax reform everywhere. 
It has been the favorite manceuvre of conservators of old 
fiscal iniquities to picture how an originally just tax is 
twisted and marred by economic forces until it becomes a 
caricature. By an adroit use of the well-known phenomena 
of shifting, the reformers have been confounded, and the 
public led to endure time-hallowed abuses. But this 
book arms the tax reformer against the sophistries of fiscal 
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agnosticism. Now that Professor Seligman has turned on the . 
lights, let us hope that the specious reasonings by which 

the bland defenders of vested interests have made the worse 
appear the better tax, will no longer bewilder the educated P 4 
public. 
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THE PSYCHOLOGIC BASIS OF SOCIAL | 
ECONOMICS. 


The object of this paper is to emphasize the distinction 
between that system of political economy which is based upon 
the actions of the human animal and that system which is — 
based upon the actions of the rational man. The former is’ 
the prevailing system of the schools as taught under varying 
aspects by the Physiocrats, Adam Smith, Ricardo and > 
Malthus. Its underlying principles are set forth in the | 
writings of Herbert Spencer, and constitute the warp of _ 
modern individualism. The latter has, from time to time, 
been dimly foreshadowed by certain writers, but has never — 
taken any scientific form except in a little known work by 
the present writer. 

Auguste Comte recognized the influence of mind in society 
and placed psychology where it belongs in his hierarchy of 
the sciences, but he refused to give it the rank of a science 
distinct from biology, and classed it as a department of that 
Nevertheless, in 


science, calling it ‘‘ transcendental biology. 
his discussions he gave considerable weight to it, laying 
stress on the elements of prevision and the control of social 
phenomena. Spencer,on the contrary, while he treated psy- 
chology at length, and assigned it the same position that. 
Comte did, failed to make it the basis of either his sociology or 

his ethics, both of which, in his system, rest directly upon . 
biology. His psychology, therefore, which, indeed, was 
written before his biology and largely from the standpoint of 
metaphysics, stands isolated and useless in his system of 

synthetic philosophy. 
The question is whether the phenomena of social, political 
and industrial life rest primarily upon or grow chiefly out 
of the facts and laws of biology or those of psychology. 
It became early fashionable in the name of science to treat 
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the uniformity and invariability of natural phenomena dis- 
played in the astronomical and physical world as extending 
also to animal life, including the operations of economic 
forces in society. The correctness of this view, considered 
in the abstract, cannot be questioned, but the economists of 
that time did not sufficiently understand the nature of such 
complicated phenomena to make them the basis of a political 
or industrial science. The time has scarcely come as yet 
when we can do more than carefully feel our way along this 
obscure path, but the flood of light which modern science 
since Darwin, has shed upon the whole domain of biology 
has not only pointed out the erroneous character of the pre- 
vailing mode of reasoning, but has shown at least one, and 
this the most fundamental source of the error which pervades 
it. This consists in practically ignoring the existence of a 
rational faculty in man, which, while it does not render his 
actions any less subject to true natural laws, so enormously 
complicates them that they can no longer be brought within 
the simple formulas that suffice in the calculus of mere animal 
motives. 

While the subject, as thus outlined, is primarily a psycho- 
logic one, viz.: that of determining the true réle that mind 
has played in the industrial history of the race, the question 
at issue is essentially an economic one. There are two 
distinct kinds of economics, biological economics and 
psychological economics—the economics of life and the econ- 
omics of mind. ‘That is to say, there are two kinds of econ- 
omy which it is of the first importance sharply to contrast, the 
economy that prevails in the animal world, in the domain of 
life, in organic nature generally, and the economy that 
prevails in the human sphere, in the realm of mind, in the 
domain of reason. 

Every one is now familiar with the general nature of ani-— 
maleconomics. It is the survival of the fittest in the struggle | 
for existence. It is the mere physics of life. Just as in the 
physical world and the great clash of mechanical forces the 
superior overcome the inferior, and what we see is the result- 
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product of the struggle, so in the great struggle of life 
the forms that exist are such and only such as were able to 

- survive the ordeal. But in biology the forces are the various — 
tendencies to grow and develop, including animal appetites, 
wants and desires. These are ever seeking satisfaction, and 
_ only their relative feebleness can prevent them from attain- 

it. 

It was formerly supposed that organic nature was economi- 
cal of its energies. The facts early observed that every organ 
is adapted to some function, and that every creature is fitted 
_ for the place it inhabits and the life it leads, were supposed 
to indicate a state of perfect harmony in the entire machinery 
of nature involving the maximum economy. Such misinter- 
_ pretations were widely inculcated by optimistic writers and 
came at length to permeate the thought of mankind. The 
political economists seized upon them and made them the 

_ basis of their systems and even the great philosophers were _ 
and continue to be affected by them. Still, nothing is now 
better known than that the great biologic law, instead of 
ec being economical, is extremely wasteful of energy. It is 
indeed true that everything that is made by nature is adapted 
to some function or use. This follows from the genetic 
_method of evolution. Everything that exists is pushed into 
existence by a wis a fergo. Nature only works through eff- 
cient causes. The universal life force is perpetually creating 
new organs and new forms, and these must be adapted to 
their environment, otherwise they cannot even be brought 
into being. But this adaptation need only reach the mini- 
mum stage. If it is sufficient to insure continuance the end 
- is attained, though higher degrees are always being aimed 

at. The means, however, through which the world is kept — 
peopled with life are far from being the most economical 
conceivable. They often seem to be the least economical 
conceivable. They are just such as all the circumstances of 
aa each case combine to produce. ‘The cost of accomplishing a 
given end is wholly immaterial from a purely biological stand- 
point. The extravagance of nature has long been perceived 
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even by political economists, but they have failed to see that 
its admission was fatal to their physiocracy. Malthus showed 
that but for premature deaths population would increase 
beyond all bounds, and he also foreshadowed Darwin’s law 
of natural selection by proving that this mortality was really 
caused by competition and the struggle for existence. We 
now know that in the animal and vegetable world but for 
this wholesale destruction of those that have been born any 
one species would soon overrun the earth. The cost of 
bringing forth one of the unfortunate beings that are destined 
to perish at some early period in its history is as great as 
that of bringing forth one that is to reach maturity and con- 
tribute to the perpetuation of the species. Consider then the 
enormous waste involved in this method over a method which 
should only bring forth the number necessary to maintain 
the species at its maximum or desired limit, and should 
preserve all that came into being until they had accomplished 
their mission. In oviparous creatures the destruction begins 
with the eggs, and to meet this, these are often produced in 
prodigious numbers. The sturgeon is not an abundant fish 
and yet the female spawns a hundred thousand ova. If all 
these could live, one pair would stock all the rivers of America. 
The number of eggs spawned by a single eel sounds too fabu- 
lous to be believed, while in the lower invertebrate world 
the figures grow still more astounding, as, for example, that 
a tape-worm should possess a billion ova. In the vegetable 
kingdom we encounter the same class of facts. Burst a puff- 
ball and the air is filled with smoke, but each element of 
that cloud consists of a minute spore ready to germinate if 
by the rarest chance it shall find a suitable habitat. Some 
one has been to the trouble to determine the number of spores 
yielded by a plant of the common mold, and reached the 
incredible figures of three billions, two hundred millions. 
But even among higher plants the same prodigality is seen. 
A large chestnut tree in June probably contains a ton of 
pollen and many pines are equally laden with it, destined to 
be blown by the winds and floated hundreds of miles in the 
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upper atmosphere. There are also many plants, like the 
orchid and the broomrape, which bear myriads of minute 
seeds, not one in many thousand of which ever has an oppor- 
tunity to germinate. These are only a few examples. Every- 
where in nature the vital energy is squandered in the most 
prodigal manner. The amount expended on any one species 
would, if economized, carry on half the activity of the ani- 
mal or vegetable world. 

No one, so far as I am aware, has attempted to formulate 
the true law of biologic economics. Much has been said of 
the law of parsimony, which is only a very subordinate one, 
sometimes called into exercise, but of the great law of prodi- 
gality, which is universal, no adequate definition has as yet 
been offered. As the law of life in organic nature does not 
essentially differ from the law of force in inorganic nature, 
it may, for the sake of brevity, be designated as the law of 
nature, with which it is important to contrast the psychologic 
method or the law of mind. 

The complete law of nature is capable of being divided 
into two parts or members. We have seen that it is always 
directed toward some useful end, and that from its very 
nature as a genetic process it is incapable of producing any 
necessarily useless thing. Its products must, therefore, all 
possess a possible or jofential value. This part of the law 
may, therefore, be expressed by the formula that every 
creation of organic nature has within it the posstbility of 
success. ‘Thus far the biologic law is economical. But, as we 
have seen, only the minutest fraction of that which is created 
becomes an actual success. The second member of the 
definition must therefore be framed to express this truth. 
The principle that underlies it may be called the necessity for 
certainty, or the paramount importance of certainty. It might 
also be called the multiplication of chances. 'There seems to 
be no limit in nature to the degree of energy that may be 
put forth in the direction of securing certainty. The chances 
of survival will be multiplied a thousand times in order that 
certainty may be made a thousand times certain. The 
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second member of the law, therefore, is that zz order to 
secure certainty the chances may be indefinitely multiplied. 
The entire law may then be thus formulated: Ad energy 
expended by organic nature results in potential utility, and actual 
utility ts secured through the multiplication of efforts. 
The first member of this law may be characterized by the 
term practical. The second member may in like manner be . 
called prodigal. Nature is, therefore, at once the most practi- 
cal and the most prodigal of all economists : practical in that 
she never makes anything which has not the elements of 
utility, prodigal in that she spares no expense in accomplish- — 
ing even the smallest results. Again, nature may be said to 
be engaged in creating every conceivable form. Every one — 
is familiar with the wonderful variety in the actual forms of 
vegetable and animal life. But these, innumerable as they 
are, only represent nature’s successes. Intermediate between 
them there must be imagined an infinite number of failures 
—conceivable forms in the production of which the organic 
energy has expended itself in vain—a vastly greater expend- 
iture than that required to create all that exists. More- 
over, among the successful forms there are all degrees 
of success. There are the vigorous and robust forms, — 
rejoicing in a full measure of vitality and marching for- 
ward toward the possession of the earth. Then there are the | 
weak and languishing forms, which the former class is 
- gradually crowding out of existence. Between these there 
are all the intermediate grades. But the successful are only 
_ temporarily so. Like human empires they have their rise and 
fall, and the path of natural history, like that of human 
history, is strewn with the remains of fallen dynasties and 
the ruins of extinct races. 
If the expenditure of energy be designated the cos/, then 
it may be said to be a characteristic of the law of nature to 
exaggerate the cost of any given result. The most eco- 
nomical way in which a river can flow is in a straight line 
from its source to its mouth. But even if one were to begin — 
in this way it would, as a result of this principle, soon _ 
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become crooked and then more and more crooked, until at 
length the actual distance traversed by every drop of water 
would be at least double that of astraight line. This physi- — 
cal law, which has been called the rhythm of motion, is carried 
into the organic world. The tendency is everywhere to— 
exaggerate the irregularities of normal development. This | 
goes on until it frequently results in abnormalities so great — 
that they bring about their own extinction. Such were 
doubtless the strange dragons that, as paleontology tells us, 
inhabited the world during a certain geological period, while - 
the more recent mastodon and mammoth and those wingless. 
birds of the Southern Hemisphere, furnish other illustrations. 
In the vegetable kingdom the coal flora is full of examples. © 
Many living plants, either through parasitism, as the — 
Rafflesia, which consists almost exclusively of a gigantic — 
flower, or through extreme specialization, as in the orchids | 
and yuccas, many of which are dependent upon a single — 
species of insect which alone has organs adapted to fertilize 
their flowers, further exemplify this law. Such monstrosities 
inevitably perish with the slightest alteration in their mate- — 
rial surroundings. The progress of organic development has" 
thus been to a large extent the successive creation of types — 
that have contained within themselves the elements of their — 
own extinction. New ones, of course, have succeeded them, 
adapted for the time being to their environment, but destined _ 
in turn to outgrow their conditions and perish from the same 
cause. 

In this sketch of natural or biologic economics its genetic 
character has been thus far chiefly left out of view, in virtue of 
which, effects are always just equal to causes and never greater. 
The organic force is applied directly to the object to be 
transformed, and the forms to be created are molded into | 
the required shape by an infinite number of minute impacts, 
the sum of which is represented by the transformation accom- 
plished. No advantage is taken of any mechanical principle 
whereby the effect is made to exceed the energy expended. 
Natural selection has, indeed, evolved structures that embody 
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io some extent such principles. Sharp teeth and claws like 
edged tools represent the inclined plane, and it may some- 
- times be carried as far as to imitate the screw, as in the appli- 
ances which some seeds possess for boring spirally into 
the earth. Again, there is no doubt that the manner in 
-which muscles are attached often affords a true leverage and 
_ greatly increases the effectiveness of muscular action. But 
aside from these curious cases in which natural selection 
seems to imitate rational design, effect throughout organic 
_and inorganic nature is exactly equal to cause, and the result 
produced by living beings is proportioned to the effort put 
forth. No animal, for example, is ever seen to make use of 
any external appliance, not even to the extent of wielding a 
‘weapon, such as a club or astone, which is not a part of its 
own organic structure. The beaver, indeed, builds dams 
by felling trees, but its tools are its teeth and no further 
advantage is taken than that which results from their 
sharpness and the way the muscles are attached to the jaws. 
All the warfare of animals is waged with tooth and nail, 
with horn and hoof, with beak and spur, and fang and sting— 
always with organic, never with mechanical weapons. And 
whatever work is done by animals is always done with tools 
that nature has provided through a long course of develop- 
- ment, none of which takes advantage of any principle of 
_ physics further than as already stated. 
Over against this method of nature or biological economy, 
_ let us now set the method of rational man, or psychological 
economy. The most patent distinction which at once 
strikes the mind is that the latter is ¢e/eological instead of 
genetic, and deals with final instead of efficient causes. This 
means that while organic forms are merely pushed into 
existence by the pelting of atoms from behind, and thus 
become fortuitous or literally chance products, human 
creations are conceived in advance by the rational and fore- 
seeing mind, designed with skill for definite ends and 
wrought with the aid of a variety of mechanical principles 
_ by which the energy expended is out of all proportion to, 
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and always less than, the result accomplished. It is in 
rational man, therefore, that the first application of anything | 
worthy of the name of economy is made. Nature has no 
economy. Only through foresight and design can anything © 
be done economically. If nature produces nothing that — 
may not possibly prove useful, man produces nothing that 
will. not probably be useful. But nature creates many 
thousand actual failures to one actual success, while man, 
though he often fails through ignorance, is ever approaching 
a stage at which every effort shall succeed. His rivers, 

(canals, mill-races, irrigation trenches, etc.,) are straight, or _ 
as nearly so as true economy of construction requires, and _ 

Professor Schiaparelli has based his belief that the planet — 
Mars is inhabited by rational beings, upon the supposed dis- | 
covery of great water-ways passing across its disk in right _ 
lines. 

Nature’s way of sowing seed is to leave it to the wind, 

the water, the birds and animals. The greater part falls in > 
a mass close to the parent plant, and is shaded out or 

crowded to death by its own abundance. Only the few 

seeds that chance to be transported by one agency or another 

to some favorable spot, and have the further good fortune to 
be covered up can sprout. The most of these even never 
attain maturity, and only the most highly favored live to 

continue the race. ‘To meet this enormous waste, corre- 
spondingly enormous quantities of seed are produced. Such_ 
is nature’s economy. How different that of a rational — 
being ! He prepares the ground, clearing it of vegetable — 
competitors, then he carefully plants the seeds at the proper 
intervals so that they shall not choke one another, and after — 
they have sprouted he keeps off their enemies, whether 

vegetable or animal, supplies water if needed, even supplies — 
the lacking chemical constituents of the soil if he knows 

what they are, and thus secures, as nearly as possible, the _ 
vigorous growth and sure fruition of every seed planted. 
Such is the economy of mind. 


A close analysis shows that the fundamental distinction 
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between the animal and the human method is that ¢he envi- 
vonment transforms the animal, while man transforms the 
environment, ‘This proposition holds literally almost without 
exception from whatever standpoint it be contemplated. It 

is, indeed, the full expression of the fact above stated that — 
the tools of animals are organic while those of man are _ 
mechanical. But if we contrast these two methods from _ 
our present standpoint, which is that of economics, we see te 
at once the immense superiority of the human over the 
animal method. First consider the economy of time. It 
has taken a much longer time to develop any one of the 4 
organic appliances of animals, whether for war or industry, | 
than is represented by the entire period during which man 

has possessed any arts, even the simplest. Look next at 

the matter of efficiency. Not one of these organic appliances 

has sufficed to enable the species possessing it to migrate 

far from the region to which it 


adaptations, has, by the invention of tools, by providing 
himself clothing and shelter, by artificial devices for captur-— 


ment, placed himself in position to occupy the whole earth 
from the Equator to the Arctic Circle, and to become the 
only animal that is not restricted in its habitat. 

The sum total of human arts constitutes man’s material 
civilization, and it is this that chiefly distinguishes him from 
the rest of nature. But the arts are the exclusive product 
of mind. ‘They are the means through which intelligence 
utilizes the materials and forces of nature. And as all cae 
economics rests primarily on production it seems to follow 
that a science of economics must have a psychological basis. | 
In fact, the economics of mind and the economics of life 
are not merely different, but the direct opposites of each 
other. ‘The psychologic law strives to reverse the biologic 
law. The biologic law is that of the survival of structures 
best adapted to the environment. Those structures that 


yield most readily to changes in the environment persist, | 
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It has therefore been aptly called the ‘‘survival of the 
plastic.’’ The environment never changes to conform to 
the structures, but always the reverse, and the only organic 
progress possible is that which accrues through improve- 
ments in structure tending to enable organic beings to cope 
with sterner and ever harder conditions. In any and every 
case it is the environment that works the changes and the 
organism that undergoes them. 

But the most important factor in the environment of any 
species is its organic environment. The hardest pressure 
that is brought to bear upon it comes from other living things 
in the midst of which it lives. Any slight advantage which 
one species may gain from a favorable change of structure 
causes it to multiply and expand, and unless strenuously re- 
sisted, ultimately to acquire a complete monopoly ofall things 
that are needed for its support. Any other species that 
consumes the same elements must, unless equally vigorous, 
soon be crowded out. This is the true meaning of the sur- 
vival of the fittest. It is essentially a process of competition. 
The economics of nature consist, therefore, essentially in the 
operation of the law of competition in its purest form. The 
prevailing idea, however, that it is the fittest possible that 
survive in this struggle is wholly false. The effect of com- 
petition is to prevent any form from attaining its maximum 
development, and to maintain a certain comparatively low 
level for all forms that succeed in surviving. This is made 
clear by the fact that wherever competition is wholly removed, 
as through the agency of man in the interest of any one 
form, that form immediately begins to make great strides and 
soon outstrips all those that depend upon competition. 
Such has been the case with all the cereals and fruit 
trees; it is the case with domestic cattle and sheep, with 
horses, dogs and all the forms of life that man has excepted 
from the biologic law and subjected to the law of mind, 
and both the agricultural and the pastoral stages of society 
rest upon the successful resistance which rational man has 
offered to the law of nature in these departments. So that 
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we have now to add to the waste of competition its influence 
in preventing the really fittest from surviving. 

One important fact has thus far been kept out of view for 
final treatment in this place. Man, it is true, is a rational 
being, but he is also still an animal. Notwithstanding the 
important conquests over nature that have been recounted, 
he is still very far from being master of the field. The 
difficulty is that mind itself was developed under the 
influence of the purely egoistic law. That extraordinary brain 
development, which so exclusively characterizes man, was 
acquired through the primary principle of advantage. Brain 
does not differ in this respect from horns or teeth or claws. 
In the great struggle which the human animal went through 
to gain his supremacy, it was brain that finally enabled him 
to succeed, and under the biologic law of selection, where 
superior sagacity meant fitness to survive, the human brain 
was gradually built up, cell upon cell, until the fully 
developed hemispheres were literally laid over the primary 
ganglia and the cranial walls enlarged to receive them. The 
brain of man was thus originally an engine of competition. 
It was a mere servant of the will. It was only in virtue of 
its peculiar character, by which it was capable of perceiving, 
that the direct animal method was not the most successful 
one, even in the bare struggle for existence, that it so early 
began, in the interest of pure egoism, to antagonize that 
method and to adopt the opposite indirect method of design, 
foresight, calculation and co-operation. 

The law of mind as it operates in society as an aid to 
competition and in the interest of the individual is essentially 
immoral. It rests primarily on the principle of deception. 
It is an extension to other human beings of the method 
applied to the animal world by which the latter was subjected 
to man. This method was that of the ambush and the 
snare. Its ruling principle was cunning. Its object was to 
deceive, circumvent, ensnare and capture. Low animal 
cunning was succeeded by more refined kinds of cunning. 
The most important of these go by the names business 
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shrewdness, strategy and diplomacy, none of which differ 
_ from ordinary cunning in anything but the degree of adroit- 
ness by which the victim is outwitted. In this way social 
life is completely honeycombed with deception. 
_ The competition which we see in the social and industrial 
-world—competition aided and modified by reason and 
-intelligence—while it does not differ in either its principle | 
or its purpose from the competition among animals and | 
plants, differs considerably in its methods and in its effects, 
- We see init the same soulless struggle, the same intense 
- egoism, the same tendency toexaggerate existing inequalities, 
the same sacrifice of the weaker to the stronger, and the 
same rage of the latter to possess and monopolize the earth. 
But, in addition to all this, the opposite principle is also in 
active operation. This is the law of mind making for a 
true economy of energy. This economy, however, is a 
- purely individual economy and not a social or political 
economy. That is, it only benefits the individual, not 
- society nor the state. The effort in each case is solely to 
benefit self. No account is taken of the benefit or injury of 
others. Usually the individual knows that it will injure > 
others, and, therefore, in order to prevent them from check- 
mating him he resorts to one or the other of the methods 
deception above enumerated. But oftentimes no thought 
is given to its effect on society, the state or other individuals. 
it has been so strongly maintained that competition results _ 
in a real economy that it is worth while to consider this for 
amoment. The prevailing impression is that if permitted 
to operate freely it will necessarily keep down prices. There 
is no greater mistake made by economists. It tends to raise 
prices to their highest limit. It does this by the waste it 
occasions, and the price must be made to cover this waste. 
In the retail trade of all kinds of commodities the waste is — 
enormous. The number engaged in it ismany times greater | 
thanis necessary. ‘This is because society has puta stigma 
upon productive labor, and trade is one of the principal ways — 
of living by one’s wits. Each seller must devise some 
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means to induce buyers to buy of him instead of his rivals. 
One of the principal ways of doing this is that of making 
his goods known to those likely to want them. From pure 
inertia they will buy what is brought to them before they 
will go after it, or they will go to a place they know of 
rather than hunt another. Hence, every possible means is 
resorted to by each dealer to advertise his business. News- 
paper advertising is the most familiar way, but it is by no 
means the only one. Costly as it is, it probably costs less 
than other modes. Among these, display takes a high rank 
—large French glass show windows, illuminated at night, 
even after the hour of closing, with gas or electric lights. 
Add to this the necessity for locating on principal streets 
and paying high rentals. Posters and running agents, 
delivery wagons emblazoned with great letters, ‘‘ opening ”’ 
invitations sent to thousands, and a variety of other devices, 
all very expensive, are well known toall. For houses that 
can afford it all this is supplemented by the traveling 
salesman or drummer whose ubiquitous presence greets us 
on every railroad car and at every country hotel. Think of 
the enormous expense involved inthis! There is a latent 
impression that it is in some way necessary. Yet such is 
not the case. All these varied modes of making known 
particular firms and particular goods are wholly unnecessary 
to society at large. Only so much is wanted and only so 
much will be bought. If it tends to cause more to be bought 
than is wanted it does harm. It is only a supposed necessity 
to each dealer to cause his goods to be bought instead of those 
of another dealer. But the consumer must pay for all this 
expensive rivalry. Pass by any first-class restaurant, even 
at the customary hour for meals, and you will see perhaps 
two or three persons eating in a hall that would comfortably 
seat fifty, in rear of which there will be ten to twenty 
waiters in dress coats and white gloves waiting for another 
guest to drop in, if perchance one should. No wonder that 
at such a place one must pay a dollar for a beefsteak that 


costs fifteen or twenty cents in the market. It is because 
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the business is so greatly overdone, each competing to 
attract more than the others. It is the same with the drug 
business, the cigar business, the confectionery business and 
a great number of other businesses. 

All these are illustrations of competition under the law of 
mind. They are the devices of cunning persons to live 
without work or by some agreeable form of work, and society 
is regularly called upon to support them by paying in the 
added prices of all commodities all that the business will 
bear. This quality of business shrewdness, the modified 
form of animal cunning, resting primarily upon the principle 
of deception, is manifest in all forms of advertising. The 
chief object of an advertisement is to deceive the public and 
cause the belief that things are better or cheaper than they 
are. So well isthis understood that there is no law to punish 
the most flagrant falsehood expressed in the form of an adver- 
tisement, and if the dupes and victims of this form of lying 
remonstrate, that great principle of the common law of 
England, caveatemptor, is laughingly brought forward as the 
all-sufficient answer. 

These illustrations are drawn from one of the few depart- 
ments in which permanent or at all prolonged competition 
is possible in society. In nearly all other departments the 
effect of intelligence is very different. It is mind alone that 
perceives that competition is wasteful, and, therefore, in the 
interest of the very success that competition seeks, it proceeds 
to antagonize it and to substitute art, science, and co-opera- 
tion. By the aid of these, the success of those who use them 
is increased many hundred fold. Competition in society, 
therefore, tends to defeat itself. It cannot endure. It is at 
best only a transition stage. On the one hand, the compe- 
tition between individuals soon takes the form of competition 
between machines. On the other hand it takes the form of 
competition between corporations. The former tendency is 
temporarily injurious but permanently beneficial. The latter 
is permanently injurious and becomes a serious menace to 
society. Still, it is not an unmixed evil, since it prevents the 
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waste of competition. Even the retail industries above 
referred to are coming within this law. The small houses 
are being swallowed up by large ones and great universal 
stores are growing up in all large cities. They result in 
monopoly but they do not increase prices, and the quality 
of the goods sold is far more reliable. 

The social phenomenon which conforms most nearly to the 
pattern set in the animal world, and which is most under the 
influence of the law of nature and least under that of the law 
of mind, is human labor. Wholly unskilled labor has rarely 
gone beyond the stage of pure competition. In the olden 
time skilled labor made a step forward in the formation of 
guilds, but the era of machinery swept these away. At the 
time when the founders of the present system of political 
economy were writing, labor of nearly every kind wasalmost 
exclusively competitive. It is only within a few decades 
that it has begun to fall under the influence of intelligence, 
and to employ the simplest of all rational devices, that of 
co-operation. Capital, on the other hand, being naturally in 
the hands of the most sagacious members of society, has 
always combined and co-operated and used all the other arts 
of overcoming competition. The chief difference between 
the employers and the employed, until recently, has been 
that the former have used the rational method while the latter 
have used the natural method. But such is the power of the 
rational method and its superiority over the method of nature 
that competing labor stood no chance in the struggle with 
combining capital, and it was possible, to a great extent, to 
enforce the iron law of wages as formulated by Ricardo. 
And when, in recent times, labor at last began in a small way 
to call to its aid the psychologic economy of co-operation the 
step was so unexpected and seemed so strange that it was 
looked upon as a crime against society, and many still so 
regard it. Indeed, all the laws of modern nations are framed 
on the assumption that capital naturally combines while 
labor naturally competes, and attempts on the part of labor 
to combine against capital are usually suppressed by the 
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armed force of the state, while capital is protected by the 
military and civil authority of the state against such assumed 
unlawful attempts. The enormous odds against which labor 
struggles in its efforts to adopt and apply the economics of 
mind will greatly retard the progress of industrial reform, 
which aims to place labor on an equal footing with capital 
in this respect. 

The evil that results from the competition of corporations 
lies in the fact that, as in most competition among rational 
beings, it is only a brief transition stage to be quickly 
followed by furthercombination. Just ascompetition among 
individuals results in corporations, so competition between 
corporations results in combinations of corporations. A 
common form of these compound corporations is that which 
is known as a trust. This process of compound co-operation 
does not stop until all engaged in a given industry are 
embraced in a single combination and the whole product of 
that industry is controlled by it. This gives it absolute 
control over the price of the commodity produced, limited 
only by the maximum that can be charged without dimin- 
ishing the profits. Thus, for example, all the petroleum 
produced by a country may fall under the control of a 
single trust, and in order to secure for the members of that 
trust the maximum return for the petroleum, its price will 
be placed at the highest figure that consumers of petroleum 
will pay rather than return to candles or resort to gas or elec- 
tricity. All monopolies rest on the same principle, and they 
are as common in the industries of transportation and ex- 
change asin those of production. The railroad, telegraph and 
express systems fully illustrate the law, as does also the 
mercantile business of every country, in all of which com- 
petition is short, heated and fitful, and the result is always 
the same—the swallowing up the small industries by the 
great ones in ever-widening cycles. 

Thus it comes about that nearly everywhere in human 
society the law of mind profoundly modifies the phenomena 


of industrial life and produces anentirely different class of 
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results from what would be produced by the operation of 
the unimpeded law of natural competition. Whether the 
- competition be continued for a time, or whether it be con- 
verted into a competition of corporations, or whether, 
finally, it resolve itself into complete monopoly, in any and 
allcases an enormous artificial difference will be produced 
between the cost of production and the price to the consumer, 
and the latter will be pushed up to the maximum limit 
attainable without affecting profits. In the first case this 
artificial difference is mostly wasted in aggressive competi- 
tion, its only benefit to any one being that of doubling or 
_trebling the number of persons who are enabled to live ~ 
without productive labor. In the other cases, and especially — 
the last, this difference goes to enrich the managers of trusts 
and to multiply millionaires. 
All this is so widely different from what we see everywhere 
- in nature below the level of man’s rational faculty that it 
requires the application of an entirely different set of prin- 
ciples from those which can be applied to irrational life. 
There competition is pure. It continues as long as the 
_ weaker can survive it, and when these at last go to the wall 
and the better adapted structures survive and triumph, it is 
the triumph of physical superiority, and the strong and the 
robust alone are left to replenish the earth. But when mind 
enters into the contest all genuine competition is crushed out, 
and while it is still, in a certain sense, the strong that succeed, 
it is strength which comes from superior cunning, necessarily 
coupled with stunted moral qualities, intense egoism, and 
undeveloped sympathies, and always aided more or less by 
the mere accident of position. In no proper sense can it be 
said that this class is the fittest to survive in society. 
Free competition as it exists in nature would be preferable 
to the present industrial state, if the tendencies of the latter 
are to be indefinitely exaggerated, and although it is not 
the boon that many suppose, it is still one of the great 
_ desiderata for which society should strive. How can it be 
_ secured? Herein lies a great social paradox. Competition 
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is growing more and more feeble and ephemeral; com- 
_ bination is growing more and more powerful and permanent. 
_ And this is the result of the most complete /aissez faire 
_ policy. The paradox, therefore, is that free competition can 
only be secured through regulation. The co-operative tendencies 
_of the rule of mind which destroy competition can only be over- 
come by that higher form of co-operation which is able to stay 
the lower form and set the forces of nature free once more. 


As was stated at the outset, the object of this paper is to 


show that any system of economics dealing with rational 


man must rest upon a psychologic and not upon a biologic 


: It may seem strange, in the light of all that has been 
said, that there should be any need of calling attention to 
this truth. And so it would be were it not that, in full view of 


The old biological economics, culminating in the law of 
Malthus, has broken down. Its leading tenets have proved 
- false in practice, and in many cases truth demands that 
the propositions be reversed. 
Darwin modestly confesses that he derived his original 
conception of natural selection from the reading of Malthus 
on population. But he did not perhaps himself perceive 
that in applying the law of Malthus to the animal world he 
was introducing it into the only field in which it holds true. 
Yet such is the case, and for the reason that has already been 
given, viz.: that the advent with man of the thinking, 
knowing, foreseeing, calculating, designing, inventing and 
constructing faculty, which is wanting in lower creatures, 
repealed the biologic law or law of nature and enacted in its 
stead the psychologic law—the law of mind. 


LESTER F. WARD. 
Washington, D.C. 
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THE THEORY OF FINAL UTILITY 
IN ITS RELATION TO MONEY AND 
THE STANDARD OF DEFERRED PAYMENTS. 


_ Inthe ANNALS for November, 1892, appeared a paper on 
“The Standard of Deferred Payments’? by Professor 
- Edward A. Ross, of Cornell University, discussing the 
subject principally from the standpoint of value. The 
detection of some errors in his discussion suggested to 
the present writer the need of a special study of the rela- 
tion of the theory of final utility to money in general 
and the standard of deferred payments in particular. He 
will first present the results of such a study and then briefly 


_ ¢riticise Professor Ross’ article in the light of those results. 


Although the orthodox conception of value regarded an 
- economic good as embodying a greater or a smaller quantity 
of value, which quantity was thought to be determined by 
cost of production, yet the central idea was that of a rela- 
tion of commodity to commodity. True, the relation 
necessarily existed between certain quantities—costs of 
_ production—but the relation was the principal thing. The 
expression of this relation was found in market values, in 
exchange ratios. As a general rise or fall of exchange 
_ ratios is obviously impossible, it was declared that there 
_ could be no such thing as a general rise or fall of values. 
It is quite clear that the classical economists were untrue 
_ to their own conception of value as being in the first place 
- quantity and in the second place relations of quantity. 
_ Recent writers ascribe value to utility; but I take it that 
_ they do not differ so much from the classical economists in 
_ this as they do in the fact that they do not forget what 
83) 


« 
7 
| 4 
j 
¥ 
f 
— 
aa 


ANNALS OF THE AMERICAN ACADEMY. 


_ values really are and make them relations of quantities 
rather than quantities themselves, that is, exchange ratios 
rather than the values upon whose relations exchange ratios 
are based. 

Value is now regarded as quantity of utility—and not 
quantity of utility merely, but quantity of final, or mar- 
ginal utility. Marginal utility being a function of human 
desire, which is variable, and of desire-satisfying com- 
modity, which is also variable, marginal utilities may rise 
or fall either separately or all together. There is, then, sucha 
thing as a general rise or fall of values, of the values of 
individual commodities ; and there is also such a thing asa 

general rise or fall in the sum total of values, or in total 
-_-value, as we shall call it. If we consider all wealth in a 
lump and society as the valuer of that wealth, total value is 
equal to commodities, measured by physical standards, 
multiplied by the marginal utility of commodities. Com- 
modities are the multiplicand, marginal utility the mul- 

tiplier. 

Right here we meet with a most serious difficulty. Care. 
ful analysis reveals final utility of final disutility as the 
true unit of value.* But it is not a tangible unit, its appli- 
cation to the actual measurement of value is impracticable. 
Things undoubtedly do more or less perfectly exchange for 
each other in the ratio of their final utilities (to society) 
and we may confidently believe that society as a whole 
stops working and capitalizing when the disutility of pro- 
duction comes to equal the utility of consumption. But, 
until society shall become a far more self-conscious organism 
than it is now and its final increment of satisfaction or 
dissatisfaction body itself forth in clear cut definiteness, it 

_ will be impossible to measure wealth with scientific accuracy. 


* See an article on the ‘‘ Ultimate Standard of Value”’ in the Vale Review for 

~ Setenies, 1892, by Professor John B. Clark. At the margin of social production 

and consumption the disutility of production equals the utility of consumption, so 

that either final utility or final disutility may be taken as the unit of value. 

Deeming disutility more measurable than utility, Professor Clark adopts the final 
disutility of the labor and capitalization of society as the ultimate unit of value. 


7 
| 
| 
| 
ii 4 | 
| 
| 
= 
¢ 


_ That time may never come.* For the present at any rate bie 
economists must content themselves with more or less 
unsatisfactory indications as to whether values and total 
value are rising or falling. But more satisfactory conclusions 
may be reached as to the formerthan as to the latter. Innu- 
merable inventions and improvements in production have 
led to such a multiplication of goods that their marginal 
utilities can hardly have failed to fall. Itis argued by some, 
however, that these dynamic influences in production are 
more than offset by countervailing dynamic influences in 

consumption. The diversification of consumption, the 
genesis of new wants and the formation of complementary 
consumption groups ministering to the higher naturey all 
operate to raise marginal utilities. ‘‘ The increase of indus- 
trial efficiency,’’ says Professor Patten, ‘‘ is used in supply- 
ing new wants of greater intensity instead of supplying 
old wants more completely. At the same time every 
increase in the variety of consumption enables society to 
transfer its labors from the margin of production in the old ; 
occupations to new occupations. With every change in a 
dynamic society the marginal increment of consumption 


supplies a more intense want and hence marginal values of 
commodities rise.’’*f As working with these forces may be 
mentioned another factor, namely, the fact that the pos- 
session of wealth is becoming more general ; involving the 


*But the words of Jevons are encouraging. Apropos of objections that the 
notions of Kconomics are incapable of measurement he says: ‘If we trace the 
history of other sciences we gather no lessons of discouragement. In the 
case of almost everything which is now exactly measured we can go back to the 
age when the vaguest notions prevailed. Previous to the time of Pascal who 

- would have thought of measuring doudt and belief? * * * * * * 

‘There are sciences which even within the memory of men now living 
have become exactly quantitative. While Quesnay and Baudeau and Le Trosne 
~ and Condillac were founding Political Economy in France and Adam Smithin © 
England, electricity was a vague phenomenon which was known, indeed, to be 
capable of becoming greater or less, but was not measured nor calculated: it is 
within the last forty or fifty years that a mathematical theory of electricity 

founded on exact data has been established, etc.” /biitical Economy, p. 8. 


+ See Professor Patten’s paper on the ‘‘ Economic Causes of Moral Progress’ in 
the ANNALS for September, 1892. 


Patten’s Theory of Dynamic Economics,”’ p. 69. 
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consequence that many wants of poor consumers hitherto 
unsatisfied are now being satisfied. 

But we believe the dynamic influences tending to lower 
marginal utilities are stronger than those tending to raise 
them. Such has become the command of man over nature 
that wants both new and old are, compared with past pro- 
vision, abundantly met. The range of consumption to-day 
is far wider than it was a century ago, but the supply of 
consumption goods, even of those created to meet new 
wants, is so much larger in proportion to the number of 
consumers that marginal utilities, it would seem, cannot but 
have fallen. And this offsetting and more than offsetting is 
likely to go on in the future as it has in the past, involving 
a continuous decline in marginal utilities. 

But this decline in marginal utilities does not mean that 
total value is falling. The multiplication of goods is in all 
probability proceeding so much faster than the decline of 
their marginal utilities that total value is rising steadily if 
not rapidly. But a point will ultimately be reached where 
the rate of multiplication no longer exceeds the rate of 
decline. ‘Then total value will have attained its high-water 
mark and will begin to recede. If goods at last become as 
plentiful as air and water value will vanish entirely.* This 
phenomenon of decreasing value with increasing goods is 
Wieser’s ‘‘ paradox of value.’’} But the total disappear- 
ance of value is highly improbable. To all human ken the 
scarcity of elementary utilities alone would prevent it. 

We come now to the relation that exists or ought to exist 
between money and value. The proper function of money 
is not only to serve as a medium of exchange and thereby 
to register ratios between values,{ but also to represent or 
indicate or reflect, not measure, values and total value. In 


* Already some things are so cheap that the state pays for them and distributes 
them to its citizens gratis. Smart’s “ Introduction to the Theory of Value,” p. 13. 


+ Wieser’s Natiirlicher Werth, pp. 18-21, 27-32. Smart in the appendix of his 
Introduction gives the substance of Wieser’s discussion. 


t Using value in its true meaning of quantity of final utility. 


[486] 
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performing this latter function money will also perform the 
function of a standard of deferred payments. 
The ‘‘ideal’’ money of the older writers was conceived in 
conformity with the idea of value as a relation. The func- 
- tion of money according to this conception is simply to 
express ratios of exchange. Ideal money need have no 
intrinsic value whatever. It is, in the language of Sir James 
Steuart, simply ‘‘a general, determinate and invariable 
scale,” ideal scale of equal parts,’’ ‘‘an arbitrary scale 
_of equal parts invented for measuring the respective values 
of things vendible.’’ This conception of money founded on 
: the old idea of value asa relation still colors the thinking of 
writers on money. Says President Francis A. Walker in his 
Money, p. 288: ‘‘I apprehend that this notion of money 
serving as acommon measure of value is wholly fanciful ;* 
indeed, the very phrase seems to indicate a misconception. 
Value is a relation.+ Relations may be expressed, but not 
measured. You cannot measure the relation of a mile to a 
_ furlong: you express it as 8 tor.’’ Accordingly, Walker 
calls money the ‘‘denominator of value’’ in place of the 
-measure of value. Even Jevons, the propounder of the final 
utility theory of value, in discussing the function of money 
as a standard of deferred payments begins a sentence thus, 
_ “Bearing in mind that value is only the ratio of quantities 
exchanged.’’{ 
_ Opposed to the conception of an ideal money founded on 
_ value as relation stands the true conception of ideal money 
founded on value as quantity. This latter conception is the 
only conception of money that accords with the subjective 
theory of value, a theory which makes of value final utility 
considered quantitatively. This conception of money is the 
logical outcome and the necessary complement of the final 
utility theory of value. If value is quantitative; if indi- 
vidual values can rise and fall, not only relatively, but 


* We shall revert to this later. 

+ The italicising is the present writer’s. 

} ‘‘ Money and the Mechanism of Exchange,’’ p. 15. 

[487] 7 
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absolutely ; if total value can rise and fall: then the prime — 
function of money is to represent value and to reflect accu-| 
rately its every movement. It would do this, of course, 
through the medium of price. The prices of things would. 
move in perfect unison with the values of things and the | 
sum of the prices of all things, or total price, would move 
in perfect unison with the sum of the values of all things, or | 


total value. Price would then be a mirror in which from — 


year to year and from century to century men could watch 


_ the fluctuations of value, could mayhap see enacted the 
paradox of value. 


This ideal money may seem highly chimerical.* It is so. 
We can approximate it only very distantly. It is, in fact, — 
just as chimerical as the ultimate unit of value. Indeed, — 
the chimericalness of the one is the chimericalness of the — 
other. And, if it is competent to economists to reason about — 
the one, it is equally competent to them to reason about the - 
other. Sound reasoning is not invalidated because there is no_ 
immediate prospect of testing the truth of its conclusions by | 
inductive proof. 

Two conditions are essential to the complete achievement _ 
of the perfect money system. ‘The first is the materializa-_ 
tion, as it were, of the ultimate unit of value and its practi- 
cal application to the measurement of value. The second is 
such regulation by government of the amount of money that — 
prices and total price shall correspond exactly with value | 
and total value. The first of these conditions has little hope | 
of early fulfillment. But given its fulfillment and we could. 
confidently predict from the growing wisdom, judgment and | 
firmness with which governments deal with monetary 
problems that the second condition would ere long be ful-— 
filled 

The realization of the ultimate unit of value is, as far 
as we can tell now, a chimera. Nevertheless, as we have _ 


* See note, p. 93. ; 
+ The question whether the money material of the future will be something _ 
having other utility than its utility as money need not be broached here. 


/ 
~ ‘ 
= 


THE STANDARD OF DEFERRED PAYMENTS. 97 i J 


seen, there are indications that enable us to form more or j 
less probable surmises as to value movements. These indi- — 
cations must serve the legislator, however poorly, as a guide , * — 
in regulating the amount of money. It will be remembered J 


that we concluded that total value is growing apace—and 5 
this notwithstanding marginal utilities are falling ; the cause 
being that goods are increasing more rapidly than their 
marginal utilities are decreasing. It may be that bi-metal- 
lism is necessary in order that prices. may not fall faster 
than values and that total price may keep pace with total 
value. But, as it is foreign to the purpose of this paper 
to discuss bi-metallism, there is no occasion to consider 
the arguments of the mono-metallists; the most germane 
of which to the question before us is that the use of two 
metals instead of one simply means a higher level of prices, 
but a level which can be maintained no better than the 
lower level which exists when only one metal is used.* 

As no attempt whatever is made to secure conformity 
between price and (final utility) value,f the fact being that 
naturally no such attempt could be made before the true 
conception of value emerged, it is obvious that our statistics 
of wealth taken from time to time are not an accurate index 
of value movements. But for periods not too long they are 
doubtless worth something. The falling prices and growing 
wealth revealed by statistics accord in direction if not in 
extent with the movements in value which most probably 
are going on. 

A money composed of the precious metals has two distinct 
uses from which its value arises—its money use and its com- 
modity use. As money, its service is that of general pur- 
chasing power ; as commodity, its service is that rendered by 
plate or jewelry or what not. Its final utility in either capa- 
city is the same ;f for, if this were not so, enough of it would 


* See Giffen’s Case Against Bi-metallism,”’ p. 74. 


+ We shall see presently that some effort is made to cause prices to correspond 
with what we shall designate as absolute utility value. 


[Its final utility as general purchasing power is equal, of course, to the final 
utility of the things it will buy. 
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flow from one use to the other to bring its final utility in the 
two together. But, its money use being its principal use, 
the final utility of a money composed of the precious metals _ 
is dominated by its final utility as money, by the final utility | 
of its general purchasing power. In the case of a money | 
composed of inconvertible paper, since it can serve no other 
purpose than that of general purchasing power, its final 
utility as general purchasing power isits only final utility. é 

When things exchange against each other in the market it 
means that their final utilities are the same.* Whence it 
follows that the final utility of a thing equals the final 
utility of the money which it brings when sold. From this 
the conclusion might hastily be drawn that, if we ascertain 
prices and total price, we ascertain also values and total 
value. But a moment’s reflection will show the error of 
this. Price under our present unscientific money system is 
no index of value. Let us in imagination suppose the point 
of maximum value in Wieser’s paradox of value long since 
passed and the zero point at the end of the downward road 
to no-value nearly reached. Commodities exist in almost 
endless profusion. Ifthe quantity of money isin proportion | 
to the quantity of other things, prices will be as high as ever — 
and total price will be enormous. But values and total 
value are little short of nothing. 

President Walker, as has been already noted, objects to re 
money being called a measure of value. He does this because 
money need have no intrinsic value whatever and because, 
if it has, there is likely to be little correspondence between — 
this and its exchange value. ‘‘I apprehend,’’ he says, | 
‘that this notion of money serving as a common measure 
of value is wholly fanciful.’’ ‘‘If money is to measure 
value, it must itself possess value, as that which measures 
length or capacity possesses length or capacity.’’ Itis true 
that, apart from its general purchasing power arising out of _ 


* That is, their final utilities to society. If they were the same to the individual 

parties to the exchange, the exchange would not take place, as there would be - 

nothing to gain by it. 
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its being the medium of exchange, money need have no 
value. And in fact our perfect money, with its amount regu- 
lated by government with scientific precision, would probably 
be composed of a material possessing little value until it 
was invested with the money power. But, although Presi- 
dent Walker is right and money is not the measure of value, 
we have seen that it is or ought to be the index or reflector 
of value. 

We have said that the perfect money in serving as the 
index or reflector of value would at the same time serve as 
the correct standard of deferred payments. It would do this 
because a dollar would stand for the same value one year as 
another. No matter how long a debt ran the repayment of 
the same number of dollars as was borrowed would be the 
repayment of the same value as was borrowed. ‘That goods 
are borrowed only on account of their value, in short that it 
is value which is the real subject of loan will hardly be 
denied. In fact, what the borrower generally gets is 
not goods, but the representative of pure value, that is, 
money or credit. What particular concrete form it shall 
take, whether of capital goods or of consumption goods, is 
wholly irrelevant: the borrower is expected to restore an 
equal amount of value. 

Professor Boehm-Bawerk claims that, because of the differ- 
ence in value between present and future goods, the interest 
paid plus the capital sum re-imbursed only together are equal 
to the amount borrowed. But we assume a perfect equivalence 
in value between the amount borrowed and the capital sum 
re-imbursed. Interest we consider no part of the quantum 
of value which is the subject of loan, though connected, in 
its origin and amount, with the actual or potential use of that 
value in production. We shall not concern ourselves with 
interest except to say that, as the interest on a debt is paid 
in the same medium as the principal, there exists a two fold 
reason why the medium should have a stable value. 

The justice of the debtor's re-paying to the creditor a 
value equal to the value received need not be defended, as it 
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is seldom seriously assailed.* No advocate of a just stand-— 
ard of deferred payments professes to hold any other ideal 
of justice. But many do, in effect, seek the return of other 

than equal value by reason of their false conceptions of 

value. Some, for instance, demand the re-imbursement, not 

of the same quantity of goods as was borrowed, but of a 

quantity of goods embodying the same amount of labor. 

This is obviously a reversion to the now rejected labor theory 
of value. 

But a far larger number of writers, in fact the majority, 
hold that the creditor should get back the same quantity of 
goods that he lent or be paid a sum of money that would 
buy the same quantity of goods that the money he lent 
would buy at the time it was lent ; which comes to the same 
thing. Two ways of securing this end might be adopted— 
the maintenance of general prices at the same level and the 
use of the multiple standard. Though the latter is perhaps 
the more feasible plan in the present state of government 
control of money, it is only the former that states have 
attempted at all to introduce. The siiver legislation of the 
United States and the efforts made to obtain international 
bi-metallism are largely attributable to a desire to secure 
through the maintenance of a constant level of prices the 
liquidation of debts by the return of equal quantities of goods. 

Now it probably never occurred to the champions of this | 
standard of deferred payments, which may be called the 
commodity standard, that it involves a theory of value never _ 
explicitly enunciated and never implicitly assumed except 
by themselves. But such would appear to be the case. This 
theory of value corresponds with neither of the two great 
value theories, the cost of production theoryt and the final - 
utility theory. When a debtor returns the same quantity 
of goods that he borrowed there is no reason to think that 
he has returned the same amount of labor and abstinence 


* See Prof. Ross’ paper, p. 41. 
+ This passage assumes that the labor theory and the cost of production theory — 


whether in its cruder or its more perfect forms may roughly be classed together. 
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or the same amount of final utility. On the contrary, it is 
pretty certain that he has not done so. Neither the cost of 
production theory nor the final utility theory of value is 
involved in the commodity standard of deferred payments. 
What theory, then, is involved? A theory that may be 
called the absolute utility theory. 

For, barring any changes in consumption, such as the 
genesis of new wants, the decadence of old wants and the 
shifting of the emphasis of desire from one good or class of 
goods to another, the absolute want-satisfying power, the 
absolute utility of a given quantity of goods composed with 
reference to the prevailing standard of social consumption, 
remains the same; but its final utility changes with every 
change in production and supply. We will say nothing of 
the abstraction which ignores changes on the side of con- 
sumption and consider only that which ignores changes on 
the side of production. Let us, as the advocates of the 
commodity standard of deferred payments do by implication, 
suppose human desire to be an invariable factor in the problem 
of value: then absolute utility remains constant. But abso- 
lute utility is not value. To the conception of value is 
necessary, not only the idea of absolute utility, but also the 
limiting idea of quantity of commodity, of largeness or 
smallness of supply.* Given both ideas and we arrive at the 
conception of final utility, which considered quantitatively 

is is value. But the upholders of the commodity standard 
have omitted altogether the limiting idea and made value 
the same thing as absolute utility. Even Jevons, the 

_ herald of the final utility theory, relapses into the absolute 
utility theory when he advocates the multiple standard. 
The older economists felt that the utility of a commodity 

_ had something to do with its value, but, as they did not 
erceive the exact significance of the plentifulness or the 
scarcity of the commodity, the idea of final utility escaped 
them. But they did not make the blunder of later economic 


*Each increment added to the supply has less utility than the preceding incre- 
ment. The utility of the last increment is the final utility. 
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writers on money and the standard of deferred payments and 
confound absolute utility with value. Not divining the true 


relation of utility to value, they based value on something — 


else ; though still recognizing a dimly apprehended con- 


nection between the two.* 


We are compelled, then, to reject the commodity standard _ 


_of deferred payments because it involves a false theory of — 
value. But we have found that the use ofthe perfect money as 
the standard of deferred payments would not involve a false — 


theory of value, but the reverse, and that it would guarantee 


in all loan transactions the restoration of value for value, — 
value being properly conceived. The difficulty lies, of course, — 
in realizing the perfect money. Yet, just so far as price move-— 


ments correspond to value movements, just so far does the 


payment of debts by as many dollars as were borrowed _ 


approach ideal justice. That is, to the extent that existing 


money systems approximate the ideal money system, to that 
extent do they approximate the ideal standard of deferred 
payments. The perfect money is the perfect standard of 
deferred payments. 


If, as seems likely, the falling prices of the present period — 
correspond to falling values, the discharge of debts by repay- | 
ing the same number of dollars as was borrowed is just. But_ 


it is just only as far as the correspondence is exact. It may > 


be that prices are falling faster than values. If so, injustice 
is of course being done to debtors. 


The final utility of consumption equaling the final disutility 


of production, value may be measured by either final utility 


or final disutility. Hence, it may be objected that to in- © 


sist upon the return of equal value in debt-paying is to _ 


revert to something very like the old labor theory of value. 


To which it may be replied in the first place that the sacri-_ 
fice of production has been far more carefully analyzed and © 


* Instance J. S. Mill when he says, “ The exchange value of a thing may fall short 


_ to any amount ofits value in use; but that itcan ever exceed the value in useimplies — 
contradiction; it supposes that persons will give to possess a thing more than the 
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_ correctly conceived * in the new theory of value than in the 
_ old labor theory ; and in the second place that the new theory 
- does not make value depend on sacrifice, but on final utility. 
It is only an incident in the new theory and not of its essence 
that final disutility coincides with final utility. But the 
third consideration is the most important: which is that 
with the growing productive efficiency of men the disutility 
of production is coming to be made up more and more, not 
of the direct sacrifice of labor, but of the indirect. The 
_ direct sacrifice is the weariness and exhaustion of labor itself, 
the indirect is the negative utility of being kept by the con- 
finement of work from enjoying what is already produced as 
well as the free goods of nature. Because of this negative 

utility of non-consumption, which is tantamount in pro- 
- duction to disutility, the point at which the disutility of 
production is equal to the utility of consumption comes 
earlier in the day.t Society works shorter hours. 


- 


utility, means also the restoration of equal amounts of final 
_ disutility. For we see that, if regard be had only to the 
- actuai disutility and not to the negative utility which together 
: make up the final disutility of production, the sacrifice 

entailed upon the debtor in the payment of a debt with our 
: _ perfect money as the standard of deferred payments would 
be less than that undergone by the creditor. He would 


*It has been discovered that it is the pain of the last increment of labor, 7. ¢., 
a “the final disutility of labor, with which value has to do; and, morever, not the final 
- disutility of labor to the individual, but to society, etc. 


+ Prof. Clark counts as part of the disutility of production this negative utility 


final utility. Prof. Patten, on the other hand, regards the margin between direct 
final disutility and final utility as a{surplus. ‘‘ When, however, the productive 
‘power of society has increased beyond a certain point the efficiency of the workman 
‘becomes so great that the time needed to consume what he has produced cuts into 
oe time needed for production, he ceases to work before the pain of the last incre- 

ment of production equals the utility of the last increment of consumption. There 
is for the efficient workmen a surplus at the margin of production equal to the 

fae that could be obtained in using, their time in unproductive consumption.” 
; _—Theory of Dynamic Economics, p. 71. See also p. 57. 
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+ These considerations give a new complexion to the fact — 
- that the restoration of equal value, or equal amounts of final 
1 considers total final disutility, thus 1 e up, t 


return a less quantity of effective disutility than he had 
borrowed. 

Value is a social, not an individual phenomenon. And 
value is measured by the final utility of consumption or the 
final disutility of production, not of the individual, but of © 
society.* ‘The existence of certain ratios of exchange be- ; 
tween a given commodity and other commodities simply | 
means that society as a whole obtains as much pleasure from 
consuming the commodity as it suffers pain from producing 
enough of other commodities to buy it from its producer at 
the ruling price. But in this there is no assurance that final 
utility and final disutility are equal in the case of individual 
producers. In fact, it becomes clear on observation that the 
equivalence frequently does not exist. The mere preserva- 
tion of life is accounted so high and men are psychologically 
so constructed that the final disutility of production may 
never exceed the final utility of consumption, even in the 
case of the inefficient and overworked. But it may often 
fall short of it. The rich or capable producer who is already 
well off or whose labor is above the average in productive- 
ness does not need to suffer the discomforts of long hours. 
Likewise, there exists no relation of equivalence between 
the final increments of producer’s sacrifice and consumer’s 
pleasure in the case of those who have a monopoly either 
natural or artificial, either whole or partial, and whose 
products in consequence sell disproportionately high. The 
same thing is true of all who possess any peculiar advantage - 
in production whatever it is. 

The significance of these inequalities of opportunity in rela- 
tion to the problem of debt-paying becomes apparent when it _ 
is remembered that debts are discharged by the requital of _ 
value for value and that it is society which values a man’s 
product. The burden is seen to bear particularly heavy on 
the ill-favored producer. Although it may be claimed—and _ 
with some truth—that the ill-favored producer suffers no 
peculiar hardship as debtor, since the sum borrowed affords 


* See Prof. Clark's article in the Yale Review, Nov., 18ga. 
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him in his poverty an especially high degree of satisfaction 
and since he has to make no greater sacrifice in paying the 
debt than he would have had to make had he in the first 
place produced the value which instead he borrowed. But 
society is dynamic and the relative position of a man as pro- 
ducer may change between the dates of debt contraction and 
debt payment. So that, for instance, an unfavorably cir- 
cumstanced producer deeply in debt might conceivably 
secure the monopoly of some product and pay off his debts 
with the greatest ease; and vice versa. 

From which we see that in respect to debt-paying as well 
as in all other respects the existence of monopoly or the 
absence complete or incomplete of competition works great 
injustice. This is but an added reason why society should 
strive to obviate the inequalities of opportunity and secure 
as perfect competition as possible. The advantages possessed 
by the capable and intelligent producer, being largely due to 
superior natural endowment, can be only partially equalized 
and in the equation, final disutilty equals final utility, effi- 
ciency must be counted as final disutility in order that the 
equation shall be true.* But such inequalities of oppor- 
tunity as are not owing to inherent differences between men 
it is incumbent upon society to remove as far as it can.f 

Let us now examine Professor Ross’ paper so far as it treats 
of the relation of value to the standard of deferred payments. 
For Professor Ross conceives that the problem of the stand- 
ard of deferred payments is a problem of value. What is the 
nature of value and what standard of deferred payments 
will secure that debts shall be paid by the return of a value 
equal to that borrowed? ‘‘ Both parties [mono-metallists 
and bi-metallists],’’ he says, ‘‘admit that the question 
involved is a question of justice. And as both agree that 
economic justice consists in the exchange of equal values it 


_* See Prof. Clark’s article in the Vale Review. 


_ In order to obviate inequalities of opportunity society will in all probability 
have to assume itself the performance of certain functions of a public or quasi- 
public nature that are now left to individuals or corporations. 
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follows that the controversy finally hinges on the nature of 
value.’’ In what follows we will treat as Professor Ross’ 
the arguments he imputes to the bi-metallists; for, as the 
reader of his paper will observe, they are one with his own. 

The chief criticisms to be brought against Professor Ross’ 
paper are that, while avowing himself a believer in the sub- 
jective theory of value, which makes value depend on final 
utility, he misconceives the theory and in reality holds what 
we have denominated the absolute utility theory of value: 
that his misconception of the final utility theory and a linger- 
ing recollection of the old idea of value as simply ratios of 
exchange lead him to deny the possibility of a general 
decline in marginal utilities: and that, in admitting that 
under conditions of industrial progress debts should be paid 
by the return of ‘‘a slight excess of commodities ’’ in order 
that the creditor may suffer no loss of social esteem, he vir- 
tually concedes that the relative position of the creditor 
should be maintained in all respects; which can be done 
only if the creditor receive back the value he lent. We will 
now address ourselves to the consideration of these criticisms. 

On page 42 Professor Ross opposes “‘labor-value’’ to 
‘‘use-value’’ in very apt language. ‘‘ The one,’’ he says, 
‘derives value from production, the other from consump- 
tion. The one looks to cost, the other to utility.’’ And 


again, ‘‘The product or good standing midway between 
: al sacrifice and satisfaction is valuable, not because it embodies 
o past sacrifices, but because it promises future satisfactions. 


: On the next page he writes, ‘‘This has compelled a pro- 
“of founder study resulting in the discovery that value is a par- 
ticular utility—is, in fact, marginal utility.’’ The inference 
that would naturally be drawn from these citations is that 
Professor Ross accepts the final utility theory of value. But 
from the express language held in certain passages and from 
many implications it is quite evident that it is the absolute 
utility theory and not the final utility theory which he holds. 
‘“The bi-metallist contends,’’ says Professor Ross—and, as 
before stated, he fathers the arguments which he attributes to 
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the bi-metallists—‘‘ that by reason of falling prices the debtor 
places the creditor in command of more commodities than 
the original loan would purchase, whereas justice requires 
that the quantity of commodities lent and the quantity of 
commodities restored should be equal.’’ Again, ‘‘ The bi- 
metallist asserts that equal quantities of goods are of equal 
value, though separated by a period of time.’’ The standard 
of deferred payments set up in these passages is almost in so 
many words what we called the commodity standard and 
the theory of value upheld is the absolute utility theory. 

That Professor Ross confuses the absolute utility theory with 
the final utility theory will appear from a reading of the second 
paragraph on page 43, where he accuses the mono-metallists 
as creditors of being desirous to enforce the labor theory of 
value, but as monopolists of being in no wise averse to seeing 
the ‘‘ use’’ theory realized in the prices of their products. 
No better example could be adduced than monopoly prices 
to show the inadequacy of the labor theory value, but 
neither could any better example be adduced to show that it 
is not absolute utility alone but absolute utility limited by 
considerations respecting supply that determines value ; in 
short, that value depends on final utility. And yet to all 
seeming Professor Ross confounds the final utility theory of 
value so well exemplified in monopoly prices with the absolute 
utility theory of value which, perhaps without realizing the 
import of what he is doing, he so strenuously advocates in 
connection with the standard of deferred payments. 

But the greatest violence done to the final utility theory is 
in the passage where Professor Ross denies the possibility of 
a general decline in final, or marginal, utilities: ‘‘ Availing 
themselves of the new doctrine of value, the mono-metallists 
might claim that, as with cheapened production the abund- 
ance of goods increases, their marginal utilities must fall 
and hence their value. In order to restore to his creditor 
equal value the debtor must increase the quantity of goods 
or command over goods sufficiently to offset the fall in mar- 
ginal utility. But this is fallacious, inasmuch as marginal 
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utilities are simply values and a general decline in marginal 
utilities is as impossible as a general decline in values.’’ The 
total quantity of matter existing in one form or another may 
be invariable, but the quantity of it existing in shapes 
suitable to the satisfaction of human wants is readily sus- 
ceptible of variation. As long as this isso and as long as 
man’s wants are inconstant and liable to surfeit,* so long is the 
possibility either of a partial or of a general fall in values, 
or marginal utilities, incontestable. This passage shows 
Professor Ross committing the error of the earlier economists 
who forgot that values are primarily quantities and only 
secondarily and in a special sense relations between quanti- 
ties, 7. ¢., exchange ratios. 

Professor Ross’ conclusion is that ‘‘the debtor is not to 
return a value measured in /adoer, nor yet a value measured 
in commodities, but a value measured in objective utility. And 
with industrial progress this is secured by a slight excess of 


commodities.’’ In this conclusion we see a slight departure 
from the commodity standard of deferred payments. 


Professor Ross’ reason for it is this: With the progress of 
industry and the growth of riches that portion of a man’s 
goods ‘‘ devoted to satisfying the needs of his social nature "’ 
must somewhat increase, else he will suffer loss of social 
esteem. ‘That is to say, the “ objective utility’’ + of com- 
modities falls with the lapse of time; although for other 
purposes than the procuring of social esteem the same 
quantity of commodities affords a man ‘‘ as much utility one 
year as another.’’ ‘Therefore, in the discharge of debts the 
debtor should return to the creditor ‘‘a slight excess of 
commodities ’’ over the commodities borrowed. 

This failure to adhere rigidly to the strict commodity 
standard of deferred payments is significant. Had the devia- 
tion only been greater, the right standard, the standard that 

* In the sense that the desires for air and water are surfeited. We have already 
remarked that for goods as a whole this condition is very remote. But it is being 
perceptibly approached. 


+ All utility is relative tothe mind of the individual or of society. All utility, 
therefore, is subjective either directly or indirectly. 
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requires the return of value for value, would have been 
reached. The fact is this. Wealth, which comprises all 
things valuable, ‘‘ consists in the relative-weal-constituting 
elements in man’s material environment.’’* The perma- 
nent control of the same amount of value ensures that 
economically a man shall at all times be in the same 
position relatively to other men. This position will be kept, 
not in respect to social esteem merely, but in all respects. 
The social consideration attaching to the maintenance of a 
certain style of living is only a part of one’s general well- 
being. This general well-being will not be disturbed by 
one’s having been a creditor provided only a just standard 
of deferred payments is enforced. And this just standard 
demands the requital of value for value whether or no it be 
the return of commodity for commodity. If the problem 
of deferred payments is a problem of value, no other ground 


is tenable. 
Lucius S. MERRIAM. 
Johns Hopkins University. 


THE STANDARD OF DEFERRED PAYMENTS. 109 
f 
a 
*Clark’s Philosophy of Wealth,” p. 4. 
aie, 


MINUTES OF THE PROCEEDINGS. 


ELEVENTH SESSION. 


The Eleventh Session of the Academy was held in Phila- 
delphia, on Tuesday, the fifteenth of December, 1891, at 
1520 Chestnut Street, at8 p.m. The following papers and 
communications were announced as having been submitted 
to the Academy since the last session : 

70. By Professor E. W. Huffcut, of the University of Indiana: 
Jurisprudence in American Universities. Printed in the ANNALS, 
January, 1892. 

71. By Charles Richardson, Philadelphia: Party Government. 
Printed in the ANNALS, January, 1892. 

72. By Professor Eleanor L.. Lord, of Smith College : International 
Arbitration. Printed in the ANNALS, January, 1892. 

73. By Professor F. von Wieser, of the German University of Prague : 
The Theory of Value. Printed in the ANNALS, March, 1892. 

74. By James L. Cowles, Birmingham, Ala.: A Rate System. 

75. By Frank P. Prichard, Philadelphia: The Study of Municipal 
Government. Printed in the ANNALS, January, 1892. 

76. By Dr. William Draper Lewis, Philadelphia: The Political 
Organization of a Modern Municipality. Printed in the ANNALS, 
January, 1892. 

77. By Professor S. B. Weeks, of Trinity College, N.C. : Economic 
Legislation of Moses. 

78. By D. I. Green, Baltimore: Value as a Quality Instead of a 
Ratio. 

79. By Dr. A. H. P. Leuf, Philadelphia: The Present Discontent 
of Labor. 

The president then introduced Mr. D. I. Green, of Balti- 
more, who read his paper on ‘‘ Value as a Quality instead 
of a Ratio’’ (No. 78). Mr. Green maintained that we would 
make a great gain if we substituted for the exchange notion 
of value, a notion based on the utility of the object and its 
ability to satisfy human desire. He also claimed that the 
utility, the satisfaction, that we get from the commodity is 
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the same as the sacrifice, or is equal in extent to the sacrifice 
involved in securing the commodity. 

The paper was discussed by Mr. E. T. Devine, who said, 
**Tt seems to me that what the Austrians havq accomplished 
is the securing of a very general acceptance of the idea that 
value is always to be considered and always to be spoken 
of as a certain degree of satisfaction. As an illustration 
of that, they do sometimes say that we may get a measure 
for value in the measure of the pain we would feel if we were 
deprived of the article. But that is not by any means the 
same as to say that the utility is the same in extent and to 
be measured along the same line as the sacrifice involved in 
getting possession of the article; in other words, that the 
sacrifice involved in losing an article and the sacrifice 
involved in creating an article are the same. We gain only 
by totally separating those two notions of value and cost.’’ 

Professor F. H. Giddings said, ‘‘In the main I would 
accept Mr. Devine’s criticism of the paper. But can we be 
so sure that we ought to separate cost and utility and base 
our theory of value wholly on utility, unless we can first 
show that utility itself is never influenced by subjective 
cost or the effort initially put in labor? ”’ 

The discussion was continued by Messrs. Devine, Shoe- 
maker, Stein and Giddings. 

After the discussion of Mr. Green’s paper was finished, 
the president announced that Mr. Charles Richardson had 
submitted a paper on ‘‘Party Government’’ (No. 71) 
which would be read by Dr. A. B. Woodford. This paper was 
in the nature of a criticism of the paper by Professor A. D. 
Morse on ‘‘ The Place of Party in the Political System,’,” 
printed in the ANNALS, November, 1892. In the discussion 
of this paper Professor Giddings said, ‘‘I believe that 
parties in our political life stand not only for fundamental 
methods but for fundamental feelings in the citizens. 
There has been one distinct line of cleavage between the two 
great parties from the founding of the Republic, and that 
line of cleavage has run through municipal affairs just as 


} 
7 


strictly as it has run through national affairs, and the party 
line has been drawn, not always as consciously, but usually 
as really, in municipal affairs as in national.”’ 

Professor Giddings then showed the main points of differ- 
ence between Republican and Democratic principles. Com- 
menting on the fact of this difference, he said, ‘‘ Now, 
this attitude in both nation and municipality is a _per- 
fectly natural attitude. It is one you would expect to find ; 
and I very much question whether any system of reform that 
ignores great natural facts of that kind will ever accomplish 
the work that it is desired to accomplish.”’ 

Professor Giddings was followed by Henry J. Hancock, 
Esq., who said that while Professor Giddings’ remarks 
would have been very applicable to the condition of parties 
thirty years ago, they did not apply to the parties of to-day. 
He majntained that in municipal affairs, the parties did not 
hold the same principles as in national affairs. ‘That there 
could not be in local affairs the natural cleavage into parties 
that there was in national affairs. Continuing, he said, 
‘‘ While I am strongly in favor of national parties where 
there is some great divergence of principle between man 
and man, I do not see that that reason exists in municipal 
affairs, where the only object is good government and 
where the policy which can be pursued by one party or the 
other must ultimately depend on what is or what is not good 
government.’’ 

Rev. Dr. Buoy asserted that the way to prevent evil men 
from obtaining office was not merely to go to the polls to 
vote against them, but to go to primary elections also. He 
was followed by Mr. Henry Baldwin. ‘‘ What is absolutely 
necessary,’’ he claimed, ‘‘is to instill into the minds and into 
the hearts of the American people the true value of citizenship. 
When a man knows that his power is the power that actuates 
and sets in motion the wheels of the state, he can and he 
must exercise an influence in the country for some good or 
for some evil.’’ He then related some personal experiences 
in obtaining good nominees in New York City. In conclu- 
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sion he said, ‘‘I do not think that it is possible under any 
circumstances to make an organization that will be indepen- 
dent of either one or the other party. Sooner or later your 
organization will be swallowed up either by one side or the 
other.’’ 

The final paper of the evening was read by Dr. A. H. P- 
Leuf, of Philadelphia, on ‘‘The Present Discontent of 

-Labor’’ (No. 79). 


TWELFTH SESSION. 


The Twelfth Session of the Academy was heid in Phila- 
delphia, on Thursday, January 26, 1892, at the New Century 
Club, at 8 p. m. 

The secretary announced that the following papers had 
been submitted to the Academy : 

80. By E. J. P. Williams, Macon City, Mo.: The Food Supply of 
the Future. 

81. By Sara L. Oberholtzer, Norristown, Pa.: School Savings 
Banks. Printed in the ANNALS, July, 1892. 

82. By Vicomte Combes de Lestrade: Le Socialisme municipal 
a l’Exposition de 1889. 

83. By Aaron W. Field, New Marlboro, Mass.: The Status of the 
Poor under the Mosaic Civil Law. 

84. By Professor Chas. DeGarmo, of Swarthmore College : Ethical 
Training in the Public Schools. -Printed in the ANNALS, March, 1892. 


85. By Dwight M. Lowrey, Philadelphia: The Basis of Interest. 
Printed in the ANNALS, March, 1892. 


86. By Michael A. Mikkelsen, Baltimore: Electric Street Light- 
ing in Chicago. Printed in the ANNALS, March, 1892. 

Professor F. H. Giddings presided and introduced the 
speaker of the evening, Dr. Charles DeGarmo, President of 
Swarthmore College. Professor DeGarmo read a paper on 
‘* Ethical Training in the Public Schools’’ (No. 84). This 
paper was discussed by Professor Paul Hanus, of Harvard Uni- 
versity, who said, ‘‘I have little faith in subjective morality. 
It has been settled that man was intended to be useful and 
moral instruction must follow with other reforms which we 
are adopting. Teachers will always follow the demands of 
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the communities in which they are located and it is neces- 
sary that practical ethics receive proper attention in the 
schools.”’ 

Professor Edward Brooks closed the discussion. Speaking 
from a practical standpoint, he said that ethical education 
in the publicschools was of the highest importance ; the moral 
idea is the very foundation of civilization, it is the keystone 
of the arch, and no nation based solely upon science and 
learning ever survived. ‘‘ Moral training does not necessarily 
consist in reading the Bible; the best moral lesson is 
imparted by teachers who possess the higher morals, and, 
while some would abolish the women teachers in the public 
schools, the moral influence of a good, pure, noble-minded 
woman cannot be over-estimated.”’ 

After Professor Brooks’ remarks, Mr. Stuart Wood read 
the following resolutions which a member of the Academy 
had asked him to present at this meeting: 

Resolved; That the American Academy of Political and 
Social Science is desirous that International Arbitration 
shall be the resource of government for the settlement of all 
disputes that may arise between nations. 

Resolved; That a peaceful solution of the present dis- 
agreement between the Republics of Chile and the United 
States should be sought by all means consistent with honor. 

Resolved ; That a copy of these resolutions shall be pre- 
sented by the president and council of the Academy to the 
President of the United States. 

These resolutions were adopted by the Academy and the 
secretary was directed to send them to the President of the 
United States. 

THIRTEENTH SESSION. 


The Thirteenth Session of the Academy was held in 
Philadelphia, on Friday, February 26, at the New Century 
lub, at8 p.m. The following papers were submitted to 


the Academy since its last meeting : 
87. By Walter S. Allen, Boston: The State and the Lighting 
Corporations. Printed in the ANNALS, March, 1892. 
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88. By Charles Richardson, Philadelphia: Party Government 
(Second Paper). Printed in the ANNALS, March, 1892. 

89. By Isaac A. Hourwitch, New York City: The Condition of 
the Peasants in Russia. 

go. By R. T. Colburn, Elizabeth, N.J.: A Needed Reform in the 
Code of Inheritance. 

gt. By Professor F. W. Blackmar, University of Kansas: Indian 
Education. Printed in the ANNALS, May, 1892. 

92. By Professor John R. Commons, Oberlin, Ohio: Proportional 
Representation. Printed in the ANNALS, March, 1892. 

93. ByC. C. Binney, Philadelphia: Merits and Defects of the 
Pennsylvania Ballot Law of 1891. Printed in the ANNALS, May, 1892. 

94. By Richard H. Dana, Boston: Practical Working of the Aus- 
tralian Voting System in Massachusetts. Printed in the ANNALS, 
May, 1892. 

The Australian Voting System was the subject of the 
evening. Papers were read by Mr. Richard Henry Dana, 
of Boston, on ‘‘ The Practical Working of the Australian 
Voting System in Massachusetts’’ (No. 94), and by Mr. 
Charles C. Binney, of Philadelphia, on the ‘‘ Merits and 
Defects of the Pennsylvania Ballot Law of 1891’’ (No. 93). 

In the discussion which ensued, Mr. Hiram De Walt 
showed how the Pennsylvania law tended to disfranchise 
the Prohibitionists. Ex-Judge Amos Briggs also spoke of 
the law in relation to its effects upon the Prohibition party. 


FOURTEENTH SESSION. 


The Fourteenth Session was held in Philadelphia on 
Tuesday, April 5, at the New Century Club, at 8 p. m. 
The following papers were submitted to the Academy since 
the Thirteenth Session : 

95. By B. A. Ulrich, Chicago: How to Improve the City. 

96. By Professor George P. Garrison, of the University of Texas : 
The Santificationist Community of Belton, Texas. 

97. By A. C. Campbell, Montgomery, Pa.: Freedom of Trade 
between Canada and the United States. 

98. By Rev. G. Bruce, St. Johns, N. B.: Corporations vs. Statutory 
Laws. 

99. By William G. Taylor, New York City: The Colleges and the 
Politician. 

100. By W. F. Crispin, Buchtel, O.: Political Regeneration. 
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tor. By W. M. Rapsher, Mauch Chunk, Pa: The Power of 
Removal from Office on Address in Pennsylvania and other States. 

102. By J. Miller, Christiania, Norway: A Brief Statistical Survey 
of the Public Education in Sweden during 1888-89. 

103. By Professor E. P. Cheyney, of the University of Pennsyl- 
vania: A Third Revolution. Printed in the ANNALS, May, 1892. 

104. By Mr. L. K. Stein, Philadelphia : The Relation of the Street 
Railways to the City of Philadelphia. 

The first paper was read by Professor E. P. Cheyney, of 
the University of Pennsylvania, on ‘‘ A Third Revolution ”’ 
(No. 103). The second paper was read by Mr. L. K. Stein. 
It treated of ‘‘The Relation of the Street Railways to the 
City of Philadelphia’’ (No. 104). 

After giving a review of the growth of the street railways 
in that city, he said it was high time that their relations to 
the city should be clearly defined, and it ought to be decided 
whether the community merely existed for the convenience 
of those companies or the companies for the convenience of 
the community. 

He discussed the revenue derived from the companies by 
the city and the relation of these to public improvements and 
gave a history of the taxes imposed upon the companies. In 
the matter of a license tax he showed that the companies, as 
a whole, never fulfilled their duties to the city, nor did the 
city, until recently, make any determined effort to secure 
her rights. He said that, on account of the license tax, the 
corporations had not increased the number of their cars in 
proportion to the increase of passengers carried. 

Mr. Stein also discussed the general property tax, the 
dividend tax and the tax on gross receipts and corporation 
stock. He then took up the obligations of the company to 
pave and repair the streets, stating that it was easily explained 
why Philadelphia was one of the worst paved cities in the 
world, 

A general discussion followed Mr. Stein’s paper. Among 
those who took part in the discussion were Mr. Porter F. 
Cope, Mr. Finley Acker, Mr. W. G. Cooper and George G. 
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FIFTEENTH SESSION. 


The Fifteenth Session of the Academy was held in Phila- 
~ delphia, on Friday, May 13, at the New Century Club, at 
8p. m. 

The secretary announced the following papers, which had 
- been submitted to the Academy : 

106. By B. F. Hughes, Philadelphia : The Basis of Interest. Printed 
in the ANNALS, July, 1892. 

106. By Sara Winthrop Smith, Seymour, Conn.: Women Citizens 
under the Laws of the United States. 
-— to7. By Rev. W. W. McLane, New Haven, Conn.: Land Tenure. 

108. By Frank I. Herriott, Baltimore: Sir William Temple on the 
- Origin and Nature of Government. Printed in the ANNALS, Septem- 

ber, 1892. 

109. By J. Albert Whitelock, Cape May Court House, N. J.: On 
the Importance of Civic Education. 

110. By Leo S. Rowe, Berlin: Propriété Batie in France. 


William Temple on the Origin and Nature of Government ’”’ 
108). 

Mrs. Sara lL. Oberholtzer then read a paper on ‘“‘ School 
Savings Banks’’ (No. 81). Mrs. Oberholtzer’s paper was 
discussed by Professor Phillips, of the Normal School at 
West Chester, Pa. 

. Mr. Horace I. Smith made an address on “‘ Postal Savings 
_Banks.’’ He gavea short history of the postal bank system 
and spoke of its success in England, France, Belgium, 
Switzerland, Canada and Japan. He was followed by Rev. 
Henry M. Phillips, who made an eloquent plea for the adop- 
tion of some device to induce people to save. 


. . 
a2 Mr. Frank I. Herriott, of Baltimore, read a paper on “‘ Sir 


— 

“kL, 
— 
> 
fr 
oa 
i 
' 
“4 
im 
\ 
ts 
int 


PERSONAL NOTES. 


AMERICA, 


University of Pennsylvania,—Wharton School of Finance and 
Economy.—Dr. Roland Post Falkner,* Associate Professor of Statis- 
tics in the Wharton School of Finance and Economy, has been 
chosen Secretary of the United States Monetary Commission which 
represented the United States at the International Monetary 
Conference at Brussels, beginning November 22, 1892. Dr. Falkner 
was born April 14, 1866, at Bridgeport, Conn. He entered the Phila- 
delphia Central High School in 1879, and was graduated in June, 1883, 
with the degree of A. B. He then entered the Wharton School of 
Finance and Economy of the University of Pennsylvania, from which 
institution he received the degree of Ph. B. in 1885. 

He took the degree of Ph. D. at Halle in 1888. In 1891 he was 
chosen Statistician of the Senate Sub-Committee on the Tariff—a 
position which he still holds. 

At the time of the organization of the American Academy of 
Political and Social Science, December 14, 1889, Dr. Falkner was 
chosen its corresponding secretary, and he still holds the office. He 
has also been an associate editor of the ANNALS of the Academy 
since its first issue, July, 18go. 

Dr. Falkner is a member of the American Economic Association, 
member of the Council since 1890; of the American Statistical Associ- 
ation, being one of the Publication Committee since 1891; of the 
National Prison Association, assistant secretary since 1890; of the 
Pennsylvania Historical Society ; International Criminal Law Associ- 
ation, and American Association for the Advancement of Science. 
Besides the works previously mentioned in the ANNALS,* Dr. Falkner 
has published : 

“ Statistics of Private Corporations,’’ Publications of the American 
Statistical Association, No. 9, March, 18go. 

“ Academic Instruction in Political and Economic Science in Italy,” 
ANNALS OF AMERICAN ACADEMY, April, 1891. 

‘Criminal Statistics,” Publications of the American Statistical 
Association, No. 15, Sept., 1891. 

‘* Proposed Statistical Legisiation,’’ Publications of the American 
Statistical Association, No. 17, March, 1892. 


* See ANNALS for July, 1891, Vol. ii., page 108. 
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‘Statistics of Prisoners, 1890,"’ 8vo, 56 pp. Wardens’ Association 
of United States and Canada, 1892. 

“* Retail Prices and Wages,” Report of Statistician of Senate Sub- 
Committee on the Tariff. Senate Report 986, Fifty-second Congress. 
8vo, 90 pages. 

‘“ The Theory and Practice of Price Statistics,’’ Publications of the 
American Statistical Association, June and Sept., 1892. 

‘* American Economic Association,” ANNALS OF THE AMERICAN 
ACADEMY, Nov., 1892. 


Nicholas Paine Gilman, whose name is so prominently identified 
with the subject of profit sharing, was born December 21, 1849, in 
Quincy, Adams County, Illinois. His early education was obtained 
in the public schools and academies of Maine and New Hampshire, 
and at the Harvard Divinity School from which he was graduated 
in 1871. From 1872 till 1884, with the exception of the time between 
1878-1881, when he was professor in Antioch College, he was pastor of 
the Unitarian Churches in Scituate, Bolton and Wayland, Mass. Mr. 
Gilman was associate editor of the Unitarian Review, of Boston, 1885- 
1890, and has been editor of the Literary World, of Boston, since 1888. 
When the New World, a quarterly review of religion, ethics and 
theology, was established in Boston, March, 1892, Mr. Gilman became 
its editor and, at the founding of the Association for the Promotion 
of Profit Sharing, he was chosen secretary and made editor of the 
Employer and Employed, the quarterly journal which is the organ 
of the association. Since 1884 Mr. Gilman has resided in West New- 
ton, Mass., and is entirely occupied with his editorial and literary 
work. His published works comprise : 

Various articles on religious, theological and social subjects, 
published since 1877 in the Uni/arian Review, the forum, the Arena, 
the New England Magazine and the New World. 

“‘ Profit Sharing between Employer and Employed : A Study in the 
Evolution of the Wages System.’ pp. 460. Boston: 1889. 

‘The Law of Datly Conduct.’’ pp. 149. 1891. 

_ “ Socialism and the American Spirit.” [To appear early in 1893]. 
; AUSTRIA. 

Vienna.—On October 3d, 1892, the Austrian statistician Hugo 
Franz Brachelli died. He was born at Brunn, in Moravia, on Febru- 
ary 11, 1834. He studied philosophy, law and political economy at 
the University of Vienna, and applied himself also to statistical and 
geographical investigations. He published his first work at the age of 
nineteen. In 1855 he received an appointment under the Austrian 
statistical bureau. In 1860 he was made Extraordinary Professor, and 
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three years later Ordinary Professor of Statistics and Administra- 
tive Law at the Lcole technique superieure of Vienna. When the 
government started its new military schools, Professor Brachelli was 
put in charge of the instruction in statistics and Austro-Hungarian 
Public Law. In February, 1572, he entered the Austrian Ministry of 
Commerce with the position of Councillor of the Government and 
President of the new Department of Statistics. He took a leading 
part in the statistical conferences which were held in the principal 
European cities during the years 1877-’81. 

His works relate chiefly to statistics and political geography. 
They are very numerous; many of them were issued in the from of 
government reports. ‘The following are his principal works : 

“ Die Staaten Europas, Vergleichende Statistik.’? Briinn, 1853. 
Fourth edition, 1884. 

“ Deutsche Staatenkunde,”’ 2 vols. Vienna, 1856-57. 

Statistik der dsterreichischen Monarchie.’’ Vienna, 1857. 

“ Abriss der Geographie.”” Briinn, 1862. 

“ Dressig Statistische Tabellen tiber alle Lander und Staaten der 
Erde.”’ Leipzig, 1862; supplement to the above, 1867. 

Statistische Skizze der europidischen Staaten.”’ Leipzig, 1873 
Tenth edition, 1885. 

Statistische Skizze der dsterreichisch-ungarischen Monarchie.” 
Leipzig, 1873. Second edition, 1887. 

“ Stalistische Skizze der Ost-und Nordeuropdischen Staaten." 
Leipzgi, 1873. Sixth edition, 1887. 

sterreichs commercielle und industrielle E-ntwickelung in den 
letzten Jahrzehnten.”’ Vienna, 1874. (This work was prepared by 
Professor Brachelli and M. Migerka.) 

Statistische Tabellen, 1877."’ Leipzig, 1877. 

He also contributed the following articles to the “‘ Handbuch der 
Geographie und Statistik,’’ of which he was an associate editor : 

“Osman. Reich und Griechenland.” 1858. 

“ (Esterreich.’’ 1861. 

“ Preussen und die deutschen Mittel-und Kleinstaaten.”’ 1864. 

** Schweiz.’’ 1870, 


** 1871. 


Gottingen.—The celebrated German writer on Roman Law, Prof. 
Rudolph von Ihering, died on September 17th last. 

He was born at Aurich, in Hanover, August 22, 1818. He studied 
at the Universities of Heidelberg, Munich and Gottingen, and then 
attended the lectures of Savigny and Stahl, at Berlin, receiving in 
1842 the degree ot Docteur en droit. In 1845 he was called to the 
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to the University of Kiel in 1849, the University of Giessen in 1852, 
the University of Vienna in 1868, and finally, in 1872, to the Univer- 
= sity of GOttingen, where he was made Professor of Roman Law, a _ 
position he held at the time of his death. On account of his services 
to science he was made a member of the hereditary nobility of 
Austria and a secret councillor of justice. 
His writings were chiefly on legal subjects. His greatest work was 
his ‘Geist des rémischen Rechts,” which first appeared in 1852. 
This is the best work on this subject since Savigny’s, and has been © 
translated into French, Russian and Italian. As editor of the ; 
Annuaires de la connaissance du droit romain et du droit privé alle- 
mand, he contributed many articles to that publication. 
His principal works are as follows : 
“ De Hereditate possidente.’’ Ueipzig, 1842. 
Abhandlungen aus dem romischen Recht.’ Leipzig, 1844. 
Ctutlrechtsfaille ohne Entscheidungen.”’ Leipzig, 1847. Fifth ed., 
Jena, 1888. The second part of this book was published separately | 
under the title of “/urisprudenz des taglichen Lebens,” in which . 
form it went through many editions, and was translated into Italian hh 
and Hungarian. 
“‘Getst des romischen Rechts.” Leipzig, 3 vols., 1852-’65. 4 vols., 
_ 1878-’88. Translations of this work were published in French, Italian 
and Russian. 
‘* Ueber den Grund des Besitzesschutzes.”’ Jena, 1868. Second ed., 
1869. Translated into French and Italian, 1875. - 
Kampf ums Recht.” Vienna, 1872. Eighth ed., 1886. 
Translated into French, Italian, Dutch, Russian, Hungarian and © 
‘Greek. 
‘Der Zweck im Recht.” 2 vols. Leipzig, 1877-’83. New ed., 
1884-86. 
‘*Vermischte Schriften.” Leipzig, 1879. 
“ Gessammele Aufsdtze.’ 3 vols. Jena, 1881-’86. 
‘“ Scherz und Ernst in der Jurisprudenz, eine Weinachtsgabe fir — 
juristische Publikum.”’ Jena, 1885. 
“ Die Gastfreundschaft im Allerthum.’’ Deutsche Rundschau, 
1887. 
Der Besitzsitte, 1888. 


Dr. Adolph Soetbeer died October 23, 1892. He was born 
in Hamburg, November 23, 1814, and took the degree of Doctor 
_ of Philosophy at the University at Goettingen. On the completion 
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Professorship of Roman Law at the University of Bale. Next year he ; 
became a Professor at the University of Rostock. From there he went ; 

| 

i” 
2 
Vir 
J é 4 
- 


ANNALS OF THE A 


of his university studies he entered the education department of the 
government of Hamburg. A brochure of his on ‘‘ 7he Origin, Progress 
and State of the Tolls at Stade,’ attracted much attention and 
secured him, 1840, the position of librarian of the Commercial Library 
of Hamburg. In 1843 he became secretary and councillor of the 
Hamburg Deputation of Commerce, in which position he was engaged 
in compiling works relating to the commerce of Hamburg. The 
merit of his work gained him the honorary degree of Doctor of Laws 
from the university at Kiel. The confused state of German coinage 
at that time and its detrimental effects on the commerce of Hamburg 
led him to publish a pamphlet on “ 7he Hamburg Coinage,’’ in 
which he took the position which he occupied until his death, in favor 
of asingle gold standard. He has been called ‘‘ the father of German 
gold coinage.’’ In 1872 he was made an honorary professor in the 
university at Goettingen. Professor Soetbeer’s labor was devoted 
chiefly to the study of the coinage question, on which subject he 
ranks among the first authorities. He believed in a gold standard, 
but regarded the present decline in the value of silver asa 
commercial misfortune. His plan is the adoption of one gramme of 
fine gold as an international unit of value, the coinage of gold to be 
free, on payment of a seniorage, but no gold coin containing less 
than 5.8065 grammes of pure gold to be minted. All nations are to 
coin silver in the ratio of twenty to one, but its coinage is not to be 
free. 

Professor Soetbeer’s principal works are : ae 

Des Stader Elbzolls, Ursprung, Fortgang und Bestand.”’ 

Das Hamburger Miinzwesen.” 

““Commentare zum deutschen Miinzgeselz und dem deutscnen 
Bankgesetz."’ Erlangen, 1874-76. 

Edelmetallproduction und Wertverhdltniss zwischen Gold und 
Silber seit der Entdeckung Amerikas.’’ Gotha, 1879. 

“Translation of Mills’ Political Economy.” Fourth edition. 
Leipzig, 1881. 3 vols. 

“ Materialien zur Erlauterung und Beurteilung der wirtschaft- 
lichen Edelmetallverhdltnisse und der Wahrungsfrage.’’ Second 
edition. Berlin, 1886. 

“ Litteraturnachweis tiher Geld und Miinzwesen, insbesondere tiber 
den Wiahrungsstreit, 1871-91. Mit geschichtlichen und statistischen 
Erlauterungen.’’ Berlin, 1892. 
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BOOK DEPARTMENT. 


EDITED BY 
ROLAND P. FALKNER and EMORY R. JOHNSON, 


WITH THE CO-OPERATION OF 

F. A. Currter,. ........ Mass. Inst. of Technology. 

Winthrop M. Damiels, ....... Princeton University. 
John H. Gray, ........... 4 « Northwestern University. 
David Kinley, . University of Wisconsin, 
H. H. Powers, ....... «© «© «© « « « UOnmtversity of Wisconsin. 
Edward A. Ross, ..... « « « Cornell University. 


REVIEWS. 


La Caisse d’épargne et de prévoyance de Faris, Origine, Histoire, 
Legislation, 1818-1890. Par E. BAYARD. Pp. 402. Paris : Hachette 
et Cie., 1892. 

The author is general agent of the Paris Caisse d’épargne, and 
familiar with its history and workings. He has given us a pains- 
taking and minute history of this savings bank and, incidentally, 
some knowledge of savings banks in general throughout France. 
Not an inconsiderable portion of this history has taken place under 
his own eyes. Not the slightest detail escapes his attention, the death 
of a director, the opening of a new branch, resolutions of approval 
by public bodies of all kinds—all these things are recorded in the 
work with such fidelity that one is forcibly reminded of the mono- 
graphs of Le Play and his followers. Like them, the author lends an 
interest to his work that is reflected from his own enthusiasm. Like 
them, he deluges the reader with a mass of facts, which instead of 
elucidating often obscure the main issues. 

The history of savings banks usually follows a certain well-defined 
type. There is at the outset considerable enthusiasm for the foun- 
dation of the bank as a philanthropic effort. Well-to-do citizens 
lend their aid and the services of the bank are given gratuitously until 
the growing volume of its operations requires paid assistants. At first 
the bank is oftentimes opened for a short time each week, but with 
enlarged business it requires the usual business hours, Then times 
of commercial and political disturbance come, great concern is felt in 
the governing body, but the bank survives the storm. Its deposits 
indeed fall off, but withdrawals are never so numerous as anticipated. 
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Such times are not adapted to encourage the spirit of saving, bu 
where it has once been firmly planted it is hard to uproot it. Such is 
the history of nearly every successful savings bank, and that of Paris 
is no exception to the rfle. The founding of the bank, and its 
experiences during the Franco-Prussian War, which the author has 
described with great detail, are excellent illustrations of the type. 

Peculiar to the Paris savings bank especially are its centralization 
and its intimate relations to the national finances. Spread over Paris 
there are innumerable branches of the parent institution, and the 
author gives us no intimation that other savings banks are to be found 
in the city. A single institution has met the needs of the city, and 
from small beginnings has grown until, in 1890, it had 600,000 
depositors, with nearly 150,000,000 francs to their credit. Indeed in 
its earlier history the governing body had to withstand a large pres- 
sure to establish branches outside of the capital. Otherwise the whole 
savings banks system of France, which to-day comprises 543 institu- 
tions with five and a half million depositors, might have been con- 
centrated in a single institution. 

The funds of the savings bank have been invested since its origin in 
the public debt of France. This has brought about intimate relations 
with the administration of the public debt. It has made the banks, 
in a greater degree than elsewhere, public institutions. The hand of 
the government has not infrequently interposed in their operations, 
and yet at no time has their independence or efficiency been thereby 
impaired. A generous recognition of the valuable social services of 
these bodies by the government has prevented the latter from turning 


them aside from their proper functions. 


Two ITALIAN WORKS ON THE STATE. 


Lo stato moderno. Pel Professore ATTILIO BRUNIALTI, Deputato al 
Parlamento. S8vo, pp. cxl. Yorino: Unione Tipografico-Editrice, 
1891. 

Lo stato ela chiesa in Italia, ATTUA10 BRUNIALTI. 8vo, pp, cecxxv. 
Torino: Unione Tipografico-Editrice, 1892. 

The former of these two works deals with the general theory of the 
State; the second is a study of a concrete problem. In Zo stato 
moderno, Professor Brunialti proposes a strictly scientific treatment 
of his theme, and to this end divides his book into three parts. In 
the first he traces the development of the State itself and the changes 
wrought in it by the great events of history ; in the second he criti- 
cises the more important doctrines or theories of the origin of the 
State ; and in the third he examines the State as it at present exists. 
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In following eut his plan, Professor Brunialti gives evidence of an 
extremely wide range of reading. He emphasizes the influence of ; 
Aryan character upon the political evolution; touches upon Semitic, 
Greek and Roman institutions; points out the centralizing influence 
of Christianity or the Church; and shows how the Teutonic indi- — 
viduality tempered the prevailing despotism. The Protestant Reform- 


appearance of the modern State, as the American Revolution marks its 
complete realization. 

There is, says Professor Brunialti, a vital connection between the 
various doctrines or theories as to the origin of the State. The theo- 
cratic doctrine is shown to have been much modified by the latest of 


discussion ; and its pretensions as a sufficient explanation of the 
genesis of the State are denied on the well-known historical and 
logical grounds. ‘The theory which makes the State the product of 
man’s enlightened reason finds no acceptance with the writer. It is 
those who regard the State as an organic growth that are nearest the 
truth. 

Having in the third part very briefly answered why and how the 
State exists, the author passes to a careful examination of the essential s, 
and the secondary elements of the modern State, to a contrast be- 
tween the notions of State and Nation, and to a discussion of sover- 
eignty. Last of all, the conformity of Italy to the ideal of the 
- modern national State is suggested. 

It is, of course, not Professor Brunialti’s purpose to give within the 
narrow compass of 140 pages an exhaustive discussion of so great a 
subject. His aim is evidently to present a brief outline of the science, 
This being held in mind, there can be little doubt as to the merits of 
the work. In the first place, the style is delightfully clear. While 

the statements are necessarily concise, they are at no time obscure. 

In this important respect the book is fully up to the high plane of the 

_ other works which come to us from the same country. 

The spirit and general method of the present work are such as Pro- 
fessor Brunialti’s earlier writings on related subjects would lead us to 
expect. The position taken is in general much the same as Blunt- 
schli’s ; in fact, at points the treatment is Bluntschli’s, even to details. 
The writer is broad, progressive and liberal, without being revolution- oz 
ary. He finds none of the great thinkers entirely at fault, and 7 
gives to each his part in the gradual evolution of the truth. Of his _ 
liberality and fairness there is evidence in the passages wherein he _ 
_ pays high praise to England and America for their part in helping on | 
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the realization of the modern national State. Of his insight, the best 
illustrations are found in his criticism of the social contract, and in his 
most interesting characterization of the modern State. It is especially 
gratifying to American readers to find him familiar with our own 
political history. 

No doubt every reader will be able to find what to him will appear 
imperfections in the form and proportion, or in the treatment. It 
might, for instance, seem that one who professes to make his work 
above all else scientific, and who ought, therefore, to take his material 
as he finds it, does wrong to deny to Austria and Russia the quality of 
States. ‘‘States held together by force of dynastic and diplomatic 
interests, by the laws of the balance of power, may be and are States 
for diplomacy and politics, but not for science.’’ Indeed, our author 
himself admits that he may unconsciously have had Italy before him 
as his type or model. It might again be thought that there is too little 
of the writer’s own estimate of conflicting opinions, and that the 
important notion of sovereignty is treated all too briefly. But all this 
depends upon the reader’s individual fancy ; and it is quite likely that 
Professor Brunialti’s scheme will raise fewer of these minor objections 
than would any other that might replace it. The fact remains that the 
little book has great merit. It is sound and readable. As an epitome 
it cannot easily be bettered. 

The temper in which Professor Brunialti approaches his study of 
the Church in Italy is fairly indicated by the mottowhich he places 
on his title page: ‘ Ances délicates matiéres chacun a raison par 
quelque cété.’’ The ground is prepared for his special study by a brief 
but excellent summary of the various systems of relation between 
Church and State. The subjection of the Church, or, more properly, 
its identification with the State, and its supremacy over the State, 
have in turn yielded to a better system, the separation of Church and 
State. The word separation must, indeed, be taken with limitations ; 
it must not be understood toimply a complete severance of all rela- 
tions. Both the interests of the State and the success of the Church 
demand that there shall be more or less of mutual relations; each 
must take account of the activity of the other. But with these 
limitations the separation is a necessity of modern times. 

The complicated relations between the Roman Church and Italian 
States through the long centuries of disunion and foreign domination 
are briefly summarized ; and the steps by which the unification of the 
peninsula was at last brought about are followed with care. 

It is with the annexation of Rome that the relations of the Church 
and the new nation assume their greatest interest ; and it is, accord- 
ingly, with this recent history of his subject that Brunialti deals at 
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greatest length. The tone of the work is here that of the highest 
patriotism. Each measure whereby the State strengthened its new 
position is carefully weighed. The unification of Italy is the supreme 
necessity before which all other considerations must give way. The 
position of the government in matters of religion is that of neutrality ; 
yet the pre-eminence of the Catholic religion is assumed. The 
limitations placed upon the clergy are matters of expediency. The 
introduction of civil marriage, the abolition of church tithes, the 
reorganization of church property, the liberation of the press, the 
reformation of the religious associations and of popular education, 
all these are measures compelled or justified by social, political and 
economic considerations, and they imply no antagonism to the Roman 
Church. 

As a whole it is an able plea for Italian nationality. That Italy can 
and must retain her dearly-bought rank as a ‘‘modern national 
State,’’ he is fully assured, and any tradition, custom, or law that 
threatens her welfare should not be cherished. He can face with 
perfect calmness the possibility of the Pope’s permanent withdrawal 
from Italy, even from Europe. Yet he has no bitterness toward the 
Roman Church as such. He insists that the differences between 
Italy and the Pope are political, not religious. He urges forcibly and 
eloquently the high importance of compromise and harmony between 
the Vatican and the State, a compromise in which each of the rival 
powers shall be limited to its own proper field; but he sees in the 
present attitude of the Church little encouragement to hope for an 
early agreement. With the reforms which have strengthened Italy 
since the completion of the kingdom, he has in generai hearty 
sympathy. 

It goes without saying that Professor Brunialti is thoroughly 
familiar with his subject, and that he handles it in a manner pleasing, 
yet serious. His breadth of sympathy and his freedom from prejudice 
should be noticed. The quality of the work is, in short, such as one 
ought to expect from an enlightened and patriotic publicist. 


a. WILLARD C. FISHER. 
Wesleyan University. 


An appeal to the Canadian Institute on the Rectification of Parlia- 
ment. By SANDFORD FLEMING, C.M.G., LL. D., etc. Pp. 176. 
Toronto, 1892. 

Orfthe first of January, 1892, Chancellor Fleming brought to the 
attention of the Canadian Institute the importance of a reformin the 
method of electing members of Parliament, and within a short time 
the generous offer of a friend placed at the disposal of the Institute 
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$1000 to be awarded in whole or in part, ‘for the best workable 
measure (Bill or Act of Parliament) which, if made law, would give 
the whole Canadian people equal representation in Parliament and 
each elector due weight in the Government, through Parliament. 
The Council of the Institute accordingly invites essays on Electoral 
Representation and the Rectification of Parliament, accompanied by 
a draft bill applicable to countries with a Parliamentary System 
similar in general features to that of Canada.”’ ‘‘The Council 
proposes that one award be given of not less than five hundred 
dollars ($500), and others proportionate to the merits of the work sub- 
mitted.’’ The invitation to compete is not confined to Canadians, but 
‘is extended to all persons of whatever country, on equal terms.” 
The essays are to be addressed to the Secretary of the Canadian 
Institute, Toronto, Canada, and must be received before the first day 
of July, 1893. 

Appended to Dr. Fleming's letter to the Institute is a note in 
which he explains his views upon the subject. From this it appears 
that his ideas are very far-reaching. He believes that party govern- 
ment, with all the evil it entails, is due to a defective method of 
electing members of Parliament, and that if minorities could be so 
represented that the House of Commons would be a true reflection of 
the whole people, political parties would cease to exist. It is this 
feature of the problem which gives it an especial interest. 

The rest of the volume is filled up with carefully selected extracts 
from the writings of different men in England and America on the 
subjects of minority representation and party government. 

It is a very singular fact that the advocates of popular government 
in the last century failed entirely to foresee the development of 
political parties. They were in the habit of speaking of the people as 
a whole, and although they recognized the necessity of differences of 
opinion on particular questions, it never seems to have occurred to 
them that great organized parties would arise, whose members would 
act in concert continuously, and support one another on all questions. 
But it is still more singular that the phenomena presented by political 
parties have been so little studied in later years. There has, indeed, 
been a great deal said about the evils of the party system, and something 
said in its defense. The organization and working of the parties has 


also been fully and carefully described, but there has been an almost , 
entire absence of philosophic study of the causes of parties, or of their _ 
modifications, under different political systems and institutioms. A % 


short discussion by Sir Henry Maine in his ‘ Popular Government,” 
and another by Professor Sidgwick in his ‘‘ Elements of Politics” 
(extracts from both of which are contained in Mr. Fleming’s collec- 
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tion), are the most important contributions to the subject in English ; 
and, in fact, almost the only ones. Besides these there is little except 
the late Professor Blunschli’s little work on ‘‘ Parties,’’ but this is 
written from an abstract or psychological point of view, and though 
suggestive, can hardly be regarded as a study of actual political 
phenomena. Philosophic study of this subject has been rare; yet we 
have a large number of facts which are well established and easily 
observed, and surely form a basis broad enough forinduction. Such, 
_ for example, is the fact that in Anglo-Saxon countries there is nor- 
mally a division into two political parties, whereas in most of the 
- countries on the continent of Europe the division is into several 
groups. It is indeed curious, and it shows how little the subject 
has been studied, that Anglo-Saxons regard the division into two 
parties as natural if not inevitable, while the people of the continent 
_ regard the division into several parties in the same way. The 
difference is partly due, no doubt, to national temperament and a 
_ difference in political maturity ; but it would seem to be due also in a 
large measure to the difference in institutions. Again, we may notice 
that parties play in reality a larger part in legislation and administra- 
tion in England than in this country, and play a still smaller part in 
_ Switzerland. This is also due chiefly to the difference in institutions. 
It would seem that the student of political philosophy could set 
before himself, at the present day, no more important work than to 
inquire how far the existence, the development and the working of 
; how far 


machinery of the government. 
If Dr. Fleming’s appeal, and the prize offered by the Canadian 
Institute will foster such a study, as it is designed to do, it will have 


results in no actual legislation in Canada. 


A. LAWRENCE LOWELL. 


Boston. 


Précis historique, théorique et pratique de Socialisme. Par B. 
MALON. 1ére série des Lundis Socialistes. Pp. 352. Paris: Felix — 
Alcan, 1892. 


This is a typical French book. It has neither the laborious science 
of a German nor the leaden-skyed practicalism of an English book. 
_ It is newsy, interesting, lucid, idealistic and sanguinely theoretical. 
The reader discovers with a certain relief a delicacy, a moderation, and, 
_withal a certain benignity of spirit pervading the whole not usually 
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associated with the red flag. There is not the slightest affectation of 
dispassionateness. The author is partisan, but not unfair; revolution- 
ary, but not vindictive. 

In his brief historical sketch he mentions Plato’s Republic and 
Christian communism, to both of which he accords scant praise. 
Christianity was from the first a delusive hope as regards permanent 
reconstruction of society, its communism an accident rather than a 
principle, and the noble efforts of the early fathers to resist social ine- 
quality a forlorn struggle. Christianity, though playing an important 
rdle in progress, is obsolete as an ideal system. Sir Thomas More’s 
‘Utopia’? marks an epoch in the long-suspended evolution of 
socialism, the epoch of dreams that preceded the true awakening. To 
him the author grants the highest honor, as to his counterpart on 
the continent, Morelly. 

From the utopian period we are ushered into that of science by the 
remarkable trio, Saint Simon, Fourier and Robert Owen. The claim 
urged by the followers of Karl Marx that scientific socialism begins 
with him, is stoutly combatted in favor of these three great predeces- 
sors, whose work is declared to be thoroughly scientific in character. 
While placing Marx at the head of all socialistic writers, the author’s 
criticism of his theory is unsurpassed for terseness of expression and 
clearness of insight. Marx says to the laborers: ‘‘ You should have 
no other motive than your class interests. Justice, Right, Liberty, 
Equality, Fraternity ; all that is bourgeois nonsense. You are plun- 
dered and you don’t want tobe. That is your Right and your Justice.” 
To this our author strongly objects. The socialism of Marx, though 
masterly in its economic aspects, is unethical, and this is fatal to its 
adoption. The successful revolutions of the past have been primarily 
religious, secondarily political, never simply economic. The social- 
istic revolution must triumph by a fuller recognition of Justice and 
Right than characterizes existing society, not by contempt for them. 
This is admirably maintained throughout the book. 

From the historic examination of socialism, including a statement 
of its different branches and programmes, the author proceeds to a pre- 
sentation of that programme, which he approves. It is of the most 
moderate kind, involving neither violent seizure of private property, 
nor the equalization of incomes, nor yet a violent change in existing 
institutions. A slow increase of State functions by means already in 
use would transfer monopolies as they mature (not before) to State 
control. The economic features of this transformation, though neces- 
sarily prominent, are neither the only nor the most important ones. 
The bulk of the book is occupied with intermediate steps, including 
many measures now under consideration by non- socialistic bodies. 
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Only in the last chapters, and with commendable moderation, does the 
author indulge in a little prospect painting in which his rainbow colors 
grow ethereal. 

To the scientific critic the book is open to criticism in many respects, 

- and even the cursory reader will feel the inadequacy of the reply to 
the fundamental objections usually urged against socialism. But we 
may fairly admit the socialists’ demurrer to these and all other criti- 
cisms, that he is dealing with an immense problem and great difficul- 
ties for which, as yet, even his critics have scarcely discovered a 


satisfactory solution. 


Political Economy for American Youth. Written from an American 
Standpoint. By JACOB HARRIS PATTON, Ph.D. Pp. 297. New © 
York: Lovell & Co. 1892. 


This is a compact little book designed for beginners. Whatever 
value it has lies not in the explanation, but in the description of — 
industrial phenomena. The pages abound in copious concrete illus- 
trations drawn from contemporary industry. The author, though he — 
makes little attempt to reach principles or laws, and hence imparts to | 
his book no scientific value, spares us the usual series of dissertations $s 
on Robinson Crusoe. 
The evidences of the author’s bias are very interesting. There isa 
page on “The Advantages of Railways,” not without a motive. A 
page is devoted to “ Duties Enjoined upon Workmen,”’ but no duties 
are enjoined upon employers. The ‘Golden Rule” requires that 
_ workmen should submit to reduction of wages when trade is dull, but 3 
Dr. Patton’s Golden Rule is discreetly silent as to what the employer 
_ should do when trade improves. Trades union restrictions are very 
wicked, but nothing is said as to the black-list. For the sake of the : 
- innocent public, workingmen should be careful in striking not to oe 
cause any interruption of business on the railroads. We are told that | 
labor leaders ‘‘compelled’’ their men to quit work. A section is 7 4 
given to ‘‘ Wages Raised by Wrong Measures.’’ The similar lowering 
of wages gets no such consideration. Capitalists are ‘‘enterprising _ ‘ 
gentlemen ;’’ laboring men are ‘‘work people.’”’ The latter ‘have 
not the mental wear and tear of the owners (of capital), who must > 
undergo a large amount of anxiety which is unknown to the former.”’ ea 
Indirect tension is commended, because ‘‘ voluntary on the part of 
_ the payer.”’ The tariff is a wise form of taxation, because it taxes 
‘foreign property imported for sale,’’ which otherwise would not pay 
: one cent. Free traders ‘‘attach a sacredness to imported foreign 
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property ’’ which they deny to American property. One more quota- 
tion. Our few surviving commiunistic societies ‘‘have in them the 
seeds of disintegration and death, since they appeal to the selfishness 
of human nature rather than to its generous impulses. 
The source and aim of the book is too evident to need pointing out. 
Cornell University. E. A. R. 


Digest of Political Economy, and Some of its Applications to Social 
Philosophy. By G. VeSIAN Pick. Pp. xii., 156. London: Swan, 
Sonnenschein & Co. 1892. 


The alternate title of Mr. Pick’s book alone indicates that it is an 
epitome of J. S. Mill’s Principles of Political Economy. What at 
first appears strange editorial remissness, becomes later intelligible 
through the apparent identity in the writer's mind of Mill’s Principles 
and the science of political economy. ‘This is clearly shown in the 
introductory sentences of the Preface. 

The primary purpose of the book, it is stated, is to serve as a popu- 
lar summary of economic truths. In this direction such a work is 
naturally of little value. Even the most readable digest of Mr. Mill’s 
treatise, repeating in unmodified faith his theory of value and capital, 
would be clearly unsuited for establishing ‘‘the plain truths of the 
science.’’ When propaganda takes the form of almost epigrammatic 
condensation, the doctrine, however sound, will certainly not ‘find 
favor with the masses.”’ 

The natural design of the book,—use by students in conjunction 
with Mill’s treatise,—is later suggested, in the hope that it will enable 
them ‘‘to produce the main principles of the science and deduce 
therefrom without hesitation.” A satisfactory epitome of the Prin- 
ciples of Political Economy would be at least acceptable, and it is to 
be regretted that Mr. Pick has not aimed at making academic use the 
primary and entire one, instead of the secondary and partial purpose 
of his book. As it is, the general scope of the work renders it un- 
serviceable for precise use, and its inherent character unfit for popular 
use. The classical arrangement of the five books of the Principles 
into chapters and sections is diplaced by a purely arbitrary division 
into numbered paragraphs. The Table of Contents is unpaged, and 
an index is lacking altogether. Condensation is disproportionate to 
student-needs. Book III., on Exchange, is expanded with some jus- 
tification from the one-fourth which it constitutes of the Principles to 
one-third of the Digest; but Chapter XV., on “A Measure of Value,” 
is dismissed with a suggestive paragraph (p. 87): ‘‘On this subject 
we refer the reader to the chapter devoted to it in Mill’s ‘ Political 
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Economy.’ We will, however, remark that it is a subject of little 
importance.’’ Chapter XVI., on ‘“‘Some Particular Cases of Value,” 
occupies two full pages of the Digest and but three of the Principles. 
Space is lacking to indicate the positive errors and inexact statements 
that mar the work. Such are the naive remarks (p. 52): ‘‘ When 
land is cultivated and barely produces the laborer’s subsistence, it 
cannot pay rent; but when there is a surplus, this is rent,’ and the 
puzzling sentence (p. 7): ‘The only productive powers of capital are 
those of labor and natural agents, though a portion of it may produce 
tools and machinery ’’—a clear misunderstanding of Mill’s somewhat 
involved statement. 

As an incomplete review of classical economic doctrines, Mr. Pick’s 
book may be of some slight use. That it will otherwise contribute to 
‘‘the welfare of a nation,’ or “the making of a people better and 
happier,’’ which the author asserts alone actuated him in its prepara- 
tion, is unfortunately to be doubted. 


J. H. HOLLANDER. 
Johns Hopkins University. 


The Origin of Metallic Currency and Weight Standards. By Wu.A1AM 
- Rimpceway, M. A., Professor of Greek in Queen’s College, Cork. Pp. 
a xii., 417: University Press, Cambridge, 1892. 

This very able work may be said to be an application of the historic 
method to the allied branches of numismatics and metrology. Its 
general object may be inferred from the title. Specifically considered, 
there are two distinct aims which the author has in view ; the first ig 
the demolition of the older theories of the school of Boeckh, which 
inclines to the doctrine of a primal convention establishing the use of 
a particular article as a medium of exchange, and also to the theory 
that weights and measures in historic antiquity originated in the 
scientific mathematical metrology of Assyria. The second object is 
constructive, and insists upon the empirical origin of weights and 
measures, the universal use of the ox as the original standard of 
exchange value, and the subsequent derivation of a gold standard from 
equating the value of cattle into a definite amount of gold. 

We cannot withhold our expression of admiration for the thorough 
erudition, especially as regards philology, and for the very ingenious 
employment of historic induction which are evinced throughout the 
whole book. But we are disposed to think that the author has accom- 
plished his first object much more completely and irrefutably than his 
constructive theses. The proof of the empirical origin of weights and 
measures by the use of natural measures of capacity, such as seeds and 
hollow quil!s, is convincing. The disproof of the scientific, mathe- 
matical origin of the standards of antiquity is equally effective. But 
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the positive positions are, in our opinion, not entirely irrefragable. 
We are disposed to admit the conclusion that the ox was the original 
unit of exchange value, and that an assumed equal value was incor- 
porated in the first standard measures of gold. But when it is 
argued that the even distribution of cattle and gold among the nations 
of western Asia, Egypt and Europe, together with the existence of 
exchange between those early peoples, necessarily caused a uniformity 
in the exchange ratios between cattle and gold throughout this vast 
territorial extent, and that this is borne out in the practical identity in 
weight of early standard gold coins, we must beg leave to demur. With 
the freest exchange which the author may assume at that period, 
the equality of exchange ratios need only to have existed on the 
boundaries of the contiguous countries engaged in exchange, so long 
as the practical absence of any but the most limited means of trans- 
portation precluded any highly-developed commerce. The further 
assertion, that the art of weighing was employed first of all for gold is 
certainly not rigorously established. If in Homeric times the scales 
were used for wool no less than gold, and if in the earlier records of 
more highly-cultured communities we find many metals exchanged 
by weight, there is certainly no exact demonstration of the proposi- 
tion—a proposition, however, whose truth or falsity does not vitally 
affect Professor Ridgeway’s main contention. 

The book is nevertheless one of very great value ; the discussion of 
the origin of money and weights makes antiquated a number of our 
present authorities; and the use of illustrations in the text cannot 
but prove of very essential advantage to the reader. 


W. M. D. 
Princeton. 
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THE publication of a Library of Economics and Politics under the 
editorial control of Professor Richard T. Ely, director of the School 
of Economics, Political Science and History at the University of 
Wisconsin, is announced by Crowell & Co. The volumes at present 
arranged for are: “ The Independent Treasury System of the United 
States,’ by Mr. David Kinley, A. B., Assistant and Fellow in © 
Economics in the University of Wisconsin; ‘‘ American Charities : 
A Study in Philanthropy and Economics,” by Amos G. Warner, 
Ph. D., Superintendent of Charities for the District of Columbia, and 
Professor-elect of Economics in the Leland-Stanford, Jr., University ; 
and ‘‘ Repudiation of State Debts in the United States,’ by William 
A. Scott, Ph. D., Assistant Professor of Political Economy in the 
University of Wisconsin. The subsequent numbers of the series will 
include two works by Dr. Ely, one on “Socialism,” and one on 
“‘ Suggestions on Social Topics,”’ and also a work by Albert Shaw, 
Ph. D., editor of the Review of Reviews. 


In The Aegis of the University of Wisconsin, November 4, 1892, 
Professor F. J. Turner gives a suggestive statement of the ‘‘ Problems 
in American History,’’ which may well invite the attention of students 
of American history at the present time. The problems especially 
emphasized in the article are those connected with the social and 
economic history of the United States. Professor Turner’s studies 
have been mostly devoted to this field of American history, and he is 
able in a short article to give many valuable suggestions to historical 
investigators. 


UNDER the title Za Société moderne, études morales et politiques,* 
M. J. G. Courcelle-Seneuil has brought together some twenty pre- 
viously published essays relating to the fundamental principles of 
our modern social organization. ‘‘Democracy,’’ “‘ The Study of 
History,’ ‘“‘A Criticism of the Declaration of the Rights of Man,” 
“The Theory of Representation,”’ ‘‘A Sketch of a Rational System 
of Politics’? and ‘‘The Ethical and Legal Instruction in France’’ 


form the chief subjects of discussion. 


* 12mo, pp. 543. Paris : Guillaumin et Cie, 1892. 
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MR. PERKINS, in his book on France Under the Regency,* has given 
us a readable, anecdotal sketch not only of the administration of the 
Duke of Orleans, but of the reign of Louis XIV. as well, devoting, in 
fact, over half the volume to the latter period. He has made constant 
use of original authorities, referring us, perhaps too exclusively, to 
these. It is often interesting to know the opinions of other worthy 
workers in the same field. For example, in the chapters upon John 
Law and his system, the suggestive account of this matter which 
Louis Blanc has given us (Revolution fr. i., pp. 260 ff.) merited atten- 
tion. The author is clear and entertaining in his style, betraying the 
influence of the gossipy memoirs which he has conned. While he 
limits himself to the safest of generalizations, he is judicious in his 
choice of material, and free from the common tendency to exaggerate 
the importance of events and men which have received our especial 
attention. 


136 


THE fact that there are still comparatively few colleges in which any 
instruction in political economy is given by specialists in economics, or 
by men qualified by special training, makes especially welcome any 
method of improving the teaching of economics. The University 
Extension system offers the colleges one way of bettering their work 
in political economy. Courses of six, twelve or twenty-four lectures 
can be secured to the college classes from university specialists by 
means of the University Extension system at a moderate cost. Such 
courses would constitute a valuable supplement to the regular instruc- 
tion given in those colleges which have not yet established a distinct 
chair of economics. The President of Wilson College, at Chambers- 
burg, Pa., gives a report in the November, 1892, number of University 
Extension of the first attempt that has been made to introduce Uni- 
versity Extension courses into a regular college class. A college 
course, occupying half the senior year, was supplemented by a series 
of twelve lectures, delivered by a staff lecturer of the American 
Society for the Extension of University Teaching. The results were 
very gratifying, and the experiment shows a practical way of better- 
ing college instruction in economics. 

* FRANCE UNDER THE REGENCY, with a review of the administration of Louis 


XIV. By JAMES BRECK PERKINS, author of “ France Under Richelieu and 
Mazarin.’’ Pp. 603. Boston and New York: Houghton, Mifflin & Co., 1892 
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